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Surplus Disposal: An Industry Problem 


FAIR degree of unanimity that gov- 
ernment should not adopt an over- 
all policy for all types of surplus property 
but should consult with industry commit- 
tees as to the best possible solution for 
each major industry was expressed by con- 
tributors to this month’s survey of busi- 
ness practices. 

Replies revealed that the problem in the 
durable goods industry is quite different 
from that in the nondurable or semidur- 
able goods industries. 


FOR GRADUAL DISPOSAL 
Machinery and machine tool builders, 


for instance, are generally of the opinion 
that liquidation of government surpluses 
must be gradual and that it should take 
place through the normal trade channels. 
Unused parts should be returned to the 
original manufacturer, at least to the ex- 
tent that he is able to assimilate them, 
and complete machines returned to the 
manufacturer or consigned to him for sale 
through regular distributive channels. 
One suggestion is for 25% of sales to be 
taken each year out of the government’s 
surplus stocks until they are completely 
liquidated. 

“The government will take over surplus 
metal-cutting tools from war contractors 
and will return them to the manufactur- 
er,” according to this plan. “The manu- 
facturer will unwrap them, inspect them, 
put them in first-class condition, reoil and 
rewrap them, and put them into a special 
government stock. This work will be paid 
for by the government and the stock then 
becomes substantially a consignment, the 
property of the government. As the 
manufacturer finds it necessary to make 
up new tools for his own stock, he will 
draw 25% of the orders from the gov- 
ernment stock of tools. When the tools 
are sold, he will be paid a commission by 


the government to cover the selling costs 
involved. This arrangement permits the 
manufacturer to dispose of his own fin- 
ished stocks and goods in process before 
drawing on the government stock.” 


FOR DUMPING 


At the other extreme, many members 
of the textile industry favor the immedi- 
ate sale of government surpluses, ex- 
cept possibly regulation equipment, which 
should be retained for the use of the 
Services in peacetime. It is pointed out 
that the close of the war will probably 
see shortages in many textile products 
when inventories could be liquidated with 
the least harmful effect on the indus- 
try and with the greatest possible return 
to government. “The sooner the govern- 
ment gets rid of its surplus inventories,” 
declares one manufacturer, “the sooner 
the market will reach an orderly condition. 
There is going to be a substantial short- 
age of most materials as the war pro- 
gresses and the time to dump surplus is 
when there is a shortage. The very 
thought of having large government sur- 
pluses being fed out even in small quan- 
tities is enough to depress an ordinary 
market, so why not sell all of them as 
quickly as possible when they are de- 
clared surplus and get the headache over 
with.” 

The thought is frequently expressed 
that surpluses should not be allowed to 
find their way into the hands of specu- 
lators, although one official in the automo- 
tive equipment industry believes that 
there is danger that many of the items 
which are sold ostensibly to be scrapped 
are just about as likely to wind up in the 
hands of the salvage parts dealers or wild- 
eat parts dealers as they would if they 
were sold directly to them. In instances 
where this might occur, the government 
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would obviously not be getting as good a 
price as it should from the sale of these 
items. 

In the Winter Number of the Harvard 
Business Review, Professor John G. Me- 
Lean comes to the conclusion that it 
would be impossible to exclude specula- 
tors entirely without actually hindering 
the tremendous task of selling war sur- 
pluses. He points out that “the hand- 
ling of certain types of surplus materials 
involves risks and difficulties in procure- 
ment and marketing which regular out- 
lets are reluctant to undertake,” and that 
“the assumption of those risks and diffi- 
culties constitutes a legitimate field of ac- 
tivity for the so-called speculators in war 
surpluses.” Professor McLean believes 
that “attention should be directed to the 
development of distribution facilities and 
procedures which will eliminate windfall 
transactions rather than to the develop- 
ment of administrative measures to elim- 
inate particular groups of buyers.” 


THE EXPORT WAY 


Several survey executives appear to be 
in favor of exporting materials that might 
otherwise find their way into the so-called 
speculative channels. It is pointed out 
that foreign relief work, rehabilitation, and 
reconstruction will bring about a large 
demand for goods which may not be en- 
tirely suited to the domestic market. The 
comments on this subject, however, did 
not go into detail as to whether these 
goods would be paid for or as to the ef- 
fect of such distribution on the regular 
foreign trade of the companies. 

There was general agreement that sur- 
plus materials located in foreign countries 
at the termination of hostilities should be 
disposed of in those countries rather than 
returned to the domestic market. 

The injection of the Department of Jus- 
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tice in the surplus disposal program brings 
an additional problem. “There will have 
to be a good deal of cooperative endeav- 
or,” one executive states, “and we shall all 
have to be worried as to whether what we 
are doing constitutes actionable combina- 
tion in restraint of trade.” Otherwise, 
declares another correspondent, “if the 
matter was handled through a trade asso- 
ciation with all members of the industry 
cooperating to make the surplus disposal 
program a success, it could be worked out. 
By a success, I mean intelligent market- 
ing in order that the price structure re- 
mains fairly constant and that employ- 
ment in the postwar period be kept at 
the highest possible point.” Justice De- 
partment approval may in itself delay the 
sale of surpluses. 

The survey developed considerable criti- 
cism of some of the practices currently 
followed by the government, such as the 
opinion that a three-man board could not 
operate as efficiently as a single adminis- 
trator, and that undue hesitation and 
procrastination have been prevalent on the 
part of the Services in reaching a decision 
to dispose of many surpluses. 


FOR BETTER SALES TERMS 


The chief objection, however, has to do 
with terms of sale. It is pointed out that 
listings of the commodities to be sold 
were often inadequate, that the quantities 
might be physically stored in several dif- 
ferent locations without being so noted 
in the listing, and that stocks are not 
available for inspection despite the fact 
that the government’s terms of sale are 
cash in advance “without recourse.” It is 
suggested that stocks of any given lot 
should be assembled in some central depot 
and that inspection for quality, size and 
other specifications be permitted. Con- 
tractors are at present hesitant to bid and 
the result of this situation is that “cur- 
rently new orders are being placed for 
items of which government surplus stocks 
are now existent.” 

In disposing of surplus inventories re- 
sulting from major contract terminations, 
one company notes that it took six months 
or longer in its case to effect actual dis- 
position and suggested that the task could 
be expedited in two ways: “by prior plan- 
ning and agreement between government 
and the contractor as to what disposition 
would be made of various pieces of in- 
ventory,” and “by government encourage- 
ment of all contracting officers to make 
prompt decisions.” 

One constructive plan for facilitating 
sale of surplus commodities is as follows: 

“We think that it would be advisable, 
first, that the government make a sur- 


vey of all government departments for 
the purpose of estimating what antici- 
pated surpluses of various products 
might be at the end of say six-month 
and twelve-month periods; or, perhaps, 
basing the estimate on the end of the 
war in Europe and Japan at a certain 
period. While we know that such an 
estimate might be wide of the mark of 
actual surpluses, the government would 
have some idea of what they would have 
to dispose of in advance of V-day. 
“When the above estimates are ob- 
tained, it might be well for the govern- 
ment then to survey the markets for the 
specific kinds of goods to be sold both 
abroad and in this country, and hav- 
ing in hand an estimate of materials 
and an estimate of the markets of vari- 
ous localities, the government could 
then plan on disposing of the materials 
in an orderly way and obviate the pos- 
sibility of flooding markets already sup- 
plied while markets in other localities 
might be needing the very goods of- 
fered elsewhere. I recognize that this 
is a big job but it might save many 
millions of dollars to the government 
and avoid disrupting many markets.” 


SIX-POINT PROGRAM 
Another executive presents this six- 


point program: 


“1. We suggest that more exact and 
detailed descriptions of available articles 
be supplied by the government and that 
buyers be protected against discovery 
that property purchased was not in as 
good condition as represented. Such 
protection should be either in the form 
of option to return items not as repre- 
sented or agreement to renegotiate 
prices to fit the actual condition. 


“9, Excess property does not tech- 
nically become ‘surplus’ property until 
so declared by the holding agency and 
there seems to be a tendency by each 
agency to delay declaring property sur- 
plus for fear some criticism will result. 
We believe some steps should be taken 
to eliminate this fear so surplus can be 
disposed of more quickly. At present 
several agencies may try to dispose of 
similar property simultaneously or at 
different times. 


“3. Section 13B, 14, and 36 of the 
Surplus Property Act should be clarified 
if there is any chance of interpreting 
them to interfere with or delay disposal 
of surplus inventories in termination 
settlements. The Surplus Property Act 
and rules governing disposal of surplus 
property should apply only after set- 
tlement with the contractor has given 
the government possession of invento- 
ries left at termination of the con- 
tract. 


“4, Present tendency to make sur- 
plus property available to government 
agencies, charitable and other organiza- 


tions, small business, etc., in sequence 
of priority seems to delay disposal of 
property. We suggest offering surplus 
property to everyone simultaneously 
and then giving preference to prospec- 
tive buyers or bidders in those catego- 
ries. 

“5. One of the biggest questions in 
bidding for government property is the 
present uncertainty as to how much 
more similar property might become 
available, when it might be offered, and 
what price it might bring. In conse- 
quence, some prospective buyers un- 
doubtedly are tempted to hold back 
their bids with the thought that similar 
items may be available later at lower 
prices. Any steps the government could 
take to publicize the total quantity of 
each item which might be offered for 
sale eventually should be helpful, but 
we realize there are many practical dif- 
ficulties in the way of determining this. 

“6. Full knowledge of all government- 
owned plants which are to be sold, 
with details of tools and equipment con- 
tained therein; how soon after V-day 
they could be occupied; and other per- 
tinent particulars would enable indus- 
try to plan which plants it might be 
willing to purchase. Present uncertain- 
ty may lead many firms to plan con- 
struction of new facilities in the im- 
mediate postwar period; or place or- 
ders with machine tool manufacturers 
—both to the detriment of a mar- 
ket for government surplus facilities.” 


Industry Comments 


Comments from cooperators grouped 
according to principal industry follow. 


Electrical Equipment: Should Be 
Offered to Manufacturer 


“The government should make all mate- 
rials available for purchase to the orig- 
inal manufacturer or processor at a rea- 
sonable price, say cost less 10%. If the 
original manufacturer or processor is not 
interested, materials should be described 
clearly in a list and sold at the highest 
bid.” . . . “I believe the government 
should endeavor to dispose of material 
through the firms from whom they have 
made their purchases. Our own company 
is not planning to buy back any govern- 
ment surpluses because we have been fur- 
nishing apparatus of a highly specialized 
nature. The last thing we want is the 
creation of some government-owned cor- 
poration to sell surplus property to the 
general public.” 


Industrial Machinery: Use for Mod- 
ernizing 
“Equipment which has not been badly 
worn could be warehoused and an item- 
ized list given to the manufacturer so that 
he might try to specify the items when 
possible for new layouts.” . . . “We be- 
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lieve that the various units of the industry 
should be appointed government agents 
and each unit receive on consignment all 
surplus of its own make. Where neces- 
sary, it should be put in first-class shape 
at government expense. Each company 
should agree to sell from the government’s 
stock a certain proportion of its monthly 
orders for any given size. In my opinion, 
the surplus would then disappear in per- 
haps two years’ time. At present, we are 
buying surplus goods to eliminate the 
need for manufacturing.” . “In our 
opinion the government services and de- 
partments and all government plants 
should be modernized. Consideration 
should be given to the advisability of the 
government’s retaining in stand-by form 
certain critical equipment for future emer- 
gencies. All technical and trade schools 
should have the latest and most modern 
equipment and should be equipped from 
government surpluses. The remaining 
equipment could be best handled through 
the original manufacturers.” . “Sur- 
plus inventories should be first offered to 
the corporation manufacturing them, and 
then to bona fide dealers at prices not 
below those used to dispose of surpluses 
in the machine tool industry. Goods and 
equipment in foreign countries should be 
disposed of where they are.” . . . “The 
government should endeavor to work out 
a plan for disposal in conference with 
representatives of our industry.” 


Iron and Steel Products: Want Speedy 
Disposal 


“There would be no value to the pub- 
lic in holding inventories off the market 
for any considerable period of time. The 
threat of flooding the market would seem 
to us to be a greater detriment than the 
actual dispersal. We are willing to pur- 
chase any reasonable quantity at a fair 
price.” 

“The more that nature is allowed 
to take its course in the distribution of 
surplus property, the better off the coun- 
try is going to be in the long run. An 
inventory hanging over the market has a 
permanent bearish factor, whereas its sale 
hurts the market only once.” . “Cast 
iron pipe with its record of long life is 
an ideal product for salvage and we face 
such operations in the demolition of gov- 
ernment facilities where large quantities 
have been laid. It is not a question of 
unused surpluses, because there is a very 
small amount of pipe that has not been 
laid.” . . . “Our products are of no use 
for civilian consumption and it is simply 
a matter of scrapping.’ “The best 
general procedure is to submit lists of sur- 
pluses to the industries or companies man- 
ufacturing the products. If the surplus is 
not purchased or disposed of by these in- 
dustries or factories, the government 
should place it systematically on the mar- 
ket. We have had some major contract 
terminations and in general have been 
able to dispose of the surplus inventories.” 


Machine Tools: Favor Consignment 
Basis 


“Machine tools should be sold for the 
government by the manufacturers who 
made them and shipped out in proportion 
to new machines being made and shipped, 
thus insuring proper prices and an orderly 
disposal. We have no definite plan for 
buying back government surplus machin- 
ery, but probably will have sooner or lat- 
OLE ey “We have been strongly in fa- 
vor of the plan to return all surpluses to 
the original manufacturer on a consign- 
ment basis. The government would re- 
ceive a better price, the manufacturer 
would know what surpluses he had to 
compete with, and users would not be 
purchasing merchandise improperly engi- 
neered for their job. We are not planning 
to buy back any government surplus al- 
though we would not hesitate to purchase 
standard stockable sizes in reasonable 
quantities.” . “This last summer a 
plan was proposed which led to an agree- 
ment on the method of handling surplus 
tools after the war. The plan has not yet 
definitely gone into effect.” 


Machine Tools—Distribution: 
in Sale of Surpluses 


Delay 


“It is going to hurt us terribly when 
the government commences to dispose of 
surplus inventories of machine tools. 
These are of such an amount that we can 
see but little new business for some time 
to come.” . . . “The government should 
only sell about 25% of the industry’s an- 
nual production in surplus tools per year. 
This would drag out the disposition of 
government-owned tools, but in the long 
run would be best for the country.” . . 
“In order to keep employment on a high 
level, large quantities of surpluses should 
not be immediately thrown onto the mar- 
ket. Foreign countries will also absorb 
not only equipment but merchandise. If 
we are going to meet competition with 
the high labor rates that will exist, manu- 
facturers will need new and more modern 
equipment in order to get out production 
at a price that will be in balance with pay- 
rolls.” . “Every effort should be made 
to dispose of surpluses as soon as possible 
and, if it can be done, through the regular 
channels. It is my opinion that sales are 
being made direct to whoever orders 
equipment.” 


Office Equipment: 
Surpluses 


“Practically no surpluses of our prod- 
ucts have appeared as yet. It is quite pos- 
sible that our company will purchase some 
machines of our own manufacture. We 
have experienced a major contract ter- 
mination and we believe the final settle- 
ment of this contract set a record for 
speed. Probably the most important thing 
we did was to assign a man to the dis- 
posal of surplus inventories which re- 
sulted in our promptly disposing of all 
raw materials and other disposable items. 


May Buy Back 


Probably the most important element in 
winding up terminations is prompt appro- 
val by the contracting officer of the terms 
for the scrapping of items which should be 
scrapped and for the sale of items which 
are to be sold.” . . . “The logical pro- 
cedure to follow and the one that would 
produce the best results would be for each 
industry to be called in consultation with 
the government and for the government 
to adopt a method of disposal of sur- 
plus inventories recommended by that in- 
dustry committee. The idea of purchas- 
ing government surpluses is a matter 
which we are considering.” 


NONDURABLE GOODS 


Chemicals: Gradual Disposal Favored 


“Tt would seem desirable for the gov- 
ernment to liquidate its surplus invento- 
ries gradually so the market can absorb 
the materials. In one or two instances, 
we may place bids to purchase a part of 
the government’s surplus material sup- 
plies.” . “If industry is going to pro- 
vide reasonably full employment in the 
postwar years, there will have to be a defi- 
nite freezing of some surpluses for periods 
determined by the nature of the surplus 
material and the annual peacetime con- 
sumption.” . “The government should 
dispose of surplus inventories through es- 
tablished and normal channels with strict 
observance of all price controls.” . “So 
far as our industry is concerned, it is 
doubtful whether there will be any sur- 
plus inventory in the hands of the gov- 
ernment for disposal in postwar markets.” 


Paper: Surpluses No Problem 


“The industry is little concerned with 
the disposal of surplus inventories since 
its product is not held in storage. This is 
equally true of fabricators of paperboard.” 
. . . “There will be no substantial inven- 
tories at the end of the war. However, 
if our Army and Navy depots should find 
themselves with surpluses, we believe that 
the government can use them up within 
a reasonable length of time without put- 
ting them on the market.” 


Petroleum: Aviation Gas Surplus 


“Surplus goods cannot be dumped in the 
domestic market without seriously disrupt- 
ing American business. Neither can they 
be used promiscuously for lend-lease or 
rehabilitation purposes in a foreign field. 
The problem can only be solved by an 
intense and sincere cooperative effort of 
industry, labor and government. We would 
be willing to buy back material stored in 
our own tanks for the government, assum- 
ing the quality is in line with postwar re- 
quirements and the repurchase price is 
in line with postwar levels. One hundred- 
octane aviation gasoline will constitute a 
special problem as it may be of no use as 
such to the industry.” . “The govern- 
ment should use its inventories of sur- 


42 


plus petroleum products outside of the 
United States for the military purposes 
for which they were bought. 


Rubber: For Industry Disposal 


“As much as possible of surplus mate- 
rials should be routed back through ordi- 
nary sources. In other words, the surplus 
should be sold to the plants which manu- 
factured the particular item so that it 
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could be put in first-class shape and dis- 
posed of with a guarantee as to quality 
and condition. The main reason for the de- 
lay in our one major cancellation was the 
disposal of inventories.” 


Textiles: Foreign Market for Surpluses 


“Tt is our impression that the govern- 
ment will have a very large inventory of 
surplus uniform fabrics and blankets. 
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Most of these articles are regulation is- 
sue and should be held for issue in peace- 
time. Should changes in specifications 
become the cause of surplus fabrics, we 
would suggest that they be sent to coun- 
tries where the need for clothing may be 
great, rather than disposed of in our own 
markets.” 


Cuiypr L. Rogers 


Division of Business Practices 


Notes on Reconversion 


Claims More Quickly Settled 


Recent figures released by the War De- 
partment indicate greater speed in the set- 
tling of contractors’ claims. During No- 
vember the War Department terminated 
1,476 contracts for one type of production 
and settled 1,623 accumulated contracts 
for types of production no longer needed, 
according to Brigadier General D. N. 
Hauseman, Director of the Readjustment 
Division, Army Service Forces. 

To date, the War Department has ter- 
minated 32,611 fixed-price contracts and 
has settled with contractors in 28,742 in- 
stances. This action saved the govern- 
ment $14 billion in items no longer neces- 
sary to the prosecution of the war. 

General Hauseman also announced that 
the average settlement time for contract- 
ors’ claims was reduced from over three 
months to one and a half months. The 
time required by contractors to prepare 
and submit their claims, however, re- 
mained unchanged at about 2.6 months 
throughout 1944. General Hauseman 
pointed out that contractors have current- 
ly been filing more realistic claims and 
today are being reimbursed 91% of the 
amount claimed. 


Surplus Property Disposals 


Surplus war property worth $135 million 
was disposed of by the Procurement Di- 
vision of the Treasury Department, the 
Maritime Commission, the Reconstruction 
Finance Corporation, the War Food Ad- 
ministration, and the Foreign Economic 
Administration during the six-month 
period from June 1 through November 30, 
1944. In the same period, these five agen- 
cies and the National Housing Agency ac- 
quired $913 million of surplus property— 
$758 million of it going to the RFC. 

November disposals were worth $26 
million, and included $1 million sold to 
other government agencies and $3 million 
for lend-lease. The property was dis- 
posed of at 74% of cost or appraisal 


value. Among the individual items were 
$5 million worth of motor vehicles; $3 
million worth of small arms and compo- 
nents; $2 million worth of marine en- 
gines, most of which went to Russian 
lend-lease; $2 million worth of aircraft 
and related equipment; and $2 million of 
metal-working machinery. 


Peacetime Stock Piling 


Stock-piling activities of the Federal 
Government have become increasingly im- 
portant in recent war years, according to 
the Department of Commerce which re- 
ports that stock piles of strategic and crit- 
ical materials held by the Metals Reserve 
Company, a subsidiary of the Reconstruc- 
tion Finance Corporation, represent an 
investment of $539 million. 

There can be little objection to this 
activity so long as stock piles insure the 
country against shortages of materials 
necessary for the effective prosecution of 
the war. The danger inherent in the 
stock-pile idea is that government pur- 
chases may become a form of pump prim- 
ing in periods of business recession and 
a recurring surplus-property problem in 
periods of recovery. A bill along these 
lines has been introduced by Representa- 
tive Bender (H.R. 1364) and referred to 
the House Committee on Banking and 
Currency. The Bender bill would em- 
power the Reconstruction Finance Cor- 
poration to buy surplus products pro- 
duced for peacetime use and would make 
available to the RFC the sum of $3 bil- 
lion for carrying out the act’s provisions. 

Specifically, the act would authorize 
the RFC to make loans to manufacturers 
to enable them to purchase materials, 
meet payrolls, and pay other expenses in- 
cident to the manufacture of products for 
peacetime uses wherever the Corporation 
is satisfied that private capital cannot be 
obtained for these purposes. It would also 
allow the RFC to purchase surplus prod- 
ucts at a price not to exceed manufactur- 


ers’ cost including an overhead allowance 
of not more than 15%. 

These goods would be stock-piled until 
such time as the Reconstruction Finance 
Corporation considered it in the public 
interest to release them. 


Fair Dealing to All 
In these complicated days when indus- 
try is so involved in the intricacies of 
government contracts, subcontracts, and 
subsubcontracts, one well-known manu- 
facturer of machinery and tools has 
adopted a clear-cut policy on cancellations 
which it has made known to all its cus- 
tomers through the use of a standard let- 
ter. This letter not only gives the terms 
under which orders will be canceled, but 
also has the advantage of improving cus- 
tomer relations through pointing out that 
each customer, in the event of cancella- 
tion, is going to be treated fairly and, in 
some respects, more favorably “than any 
law passed so far requires.” 
The standard letter starts out: 


We have your letter of .....-....+.0 
asking us to sign special terms relating 
to possible future cancellation of your 
orders. Ours is a standard product sold 
from a price list. In view of the myriad 
orders that we receive and the confusion 
that would follow if we were to accept 
customers’ variable wording of terms in- 
cluding cancellation procedure, containing 
in some instances selected portions of 
laws and regulations and bureaucratic 
statements, we soon would be in very deep 
water, Long ago we decided to accept no 
special terms and simply advise our cus- 
tomers that we shall conform to all laws 
concerning terms of purchase and legal 
regulations arising from such laws and go 
no further. We followed this procedure 
without exception long before the war 
began and are now in the position to 
know definitely that we have treated all 
customers alike and that we have not 
run afoul of the Robinson-Patman or oth- 
er anti-discrimination laws. 

Division or Bustness Practices 
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Indicated Levels of Executive Remuneration 


ROPER executive remuneration has 

become a problem of more than aca- 
demic interest since United States Treas- 
ury Department approval has become nec- 
essary for adjustment of salary. 

Long before the emergency stabilization 
program was adopted, however, the rela- 
tion of various shares of income obtained 
by labor, management and investors was 
involved in the justification of executive 
compensation. 


MOTIVES FOR INTEREST 


Another matter for consideration is the 
possibility that excessive executive com- 
pensation will provide ammunition to 
political or other organizations attempt- 
ing to effect changes in the nation’s eco- 
nomic structure. 

Labor is very likely to see in excessive 
executive compensation an impelling mo- 
tive for salary and wage adjustments. 
Since the remuneration of high executive 
officers cannot be concealed, instances can 
be selected that apparently show extra- 
ordinary gains in executive compared with 
employee returns. Such comparisons, how- 
ever, have not been qualified by any ex- 
planation of profit participation plans in 
existence which resulted in increased ex- 
ecutive remuneration only because busi- 
ness, and consequently employment, in- 
creased. 

To investors, executive compensation is 
a fixed charge before dividends and even 
before interest. The problem of what 
constitutes “excessive” compensation is 
thus of real concern to stockholders, es- 
pecially in lean dividend years. 


TITLES NOT COMPARABLE 


Many executive titles are misleading. 
Unlike the billing machine operator and 
the bricklayer, the duties and compensa- 
tion attached to a specifically titled execu- 
tive position are seldom comparable, qual- 
itatively or quantitatively, to duties and 
responsibilities of similarly titled positions 
in other companies. The treasurer may 
perform the duties of\ controller and even 
of secretary. A purchasing agent may 
be in an important executive position re- 
sponsible for policy, or he may be a per- 
son undertaking clerical and detail work 
under the direction of a vice president not 
clearly identified with purchasing. 

A combination of departments may 
function under an executive in one com- 
pany, compared with only one depart- 


ment under an identically titled execu- 
tive in another company. Such organiza- 
tional differences may have a determining 
effect on executive compensation. 
Integration of several departments un- 
der one executive is possible in small com- 
panies, but specialization is necessary in 
large companies because of the volume of 
work entailed. Thus the size of the com- 
pany is another circumstance that may 


affect the compensation of its executives. 

The type of industry is another factor. 
Responsibility for public relations in a 
company producing raw material is cen- 
tered in an employee of the publicity di- 
vision, but in a manufacturing company 
dealing directly with the public, it is the 
full-time responsibility of a vice president. 
A sales executive who has had varied 
experience declares that “a different kind 


Table 1: Percentage of Net Sales Paid Executives by Industries, 
in 1932 and 1939-1941 


Sources: Treasury Department; Taz ConrerENcE Boarp 


1941 
Sodustey No. of | Amount 
Com- |Paid as %| 
panies | of Sales 
A RTERSLON ORs fis shies one 2 407,053} 1.9 
Total mining and quarrying...| 8,227; 1.4 
Metal mining. a te Rec eae 1,034 6 
Anthracite mining. . 138 8 
Bituminous coal, lignite ‘and. 

DEAD cc es asic so ebss wisi -e vs 1,437 1.0 
Crude petroleum, natural gas. .| 4,006 2.4 
Nonmetallic mining, quarrying] 1,465] 3.5 
Mining and quarrying not 

BNoeAble maniac von cap ese: 147) 2.4 
Total manufacturing......... 78,645} 1.5 
Food and kindred telegs 8,901 8 
Beverages. . ..| 2,'702 1.5 
Textile mill products. . 4,552} 1.6 
Apparel, products made from 

fabrics. . 8,199 SIs: 
Leather, products. .. Sree al) AOS sch 9 
Rubber products............. 513 ail 
Lumber, timber basic products} 2,400 2.0 
Furniture, finished lumber 

Products. soy. Ae eee cee 3,973} 2.9 
Paper, allied products........ 2,119} 2.0 
Printing, publishing industries.}| 10,071] 4.4 
Chemicals, allied products....} 6,042 1.5 
Petroleum, coal products. ..... 574 3 
Stone, clay, glass products....} 3,061} 2.0 
Tron, steel, products.......... 6,056 1.4 
Nonferrous metals and their 

DPOGUCIS. cettase fos oe Geet 2,465, 1.7 
Electrical machinery and 

equipment, . Abb. 5. ss.8 te 1,601 1,2 
Machinery except mega 

tion and electrical. . .| 5,531 2.1 
Automobiles, equipment ex- 

cept electrical. ..... dishes 699 4 
Transportation equipment ex- 

cept automobiles........... 787) 6 
Other manufacturing. . -| 3,883) 3.4 
Manufacturing not allocable. .| 2,294 3.5 
Total public utilities......... 18,405 9 
LOLA PANE aD oa Secs 68 aie 123,439 1.9 
Total wholesale trade......... 34,865 jy 
Total retail trade............ 73,800} 2.0 
Automotive repair services 

Andi SALAQCK, hs. skrs mabye ss 3,057} 6.6 
Amnsement, 0s. <sa.<a2 «aie 7,457, 2.8 
Total insurance carriers, 

BACRTS VOUS we hele eatin eee 6,718] 2.8 


1Excludes officers and directors of life insurance com- 
panies. alncluded in “food products,” 
bIncluded in “textile mill products,” 


1940 1939 1932 
No. of | Amount || No, of | Amount || No. of | Amount 
Com- |Paidas%j| Com- |Paidas %| Com- |Paidas % 
panies | of Sales || panies | of Sales || panies | of Sales 
413,716 412,759 2.2 ||392,021 2.9 
8,885 9,287 1.7 || 10,020 2.5 
1,142 1,095 ait n.d. n.a 
131 112 i n.d. n.a 
1,515 1,593 1.2 n.d, n.a 
4,444 4,609 2.8 n.d. n.d 
1,510 1,589 4.0 n.a. n.a 
143 od 289 2.6 n.d. n.d. 
80,198 .6 || 80,860 1.7 || 82,083 2.4 
9,429 9 8,972 -9 || 12,985 1.4 
2,794 At 2,794 1.8 a a 
4,591 Bi 4 4,599 1.8 || 18,462 3.3 
7,932 5 7,924 3.4 b b 
2,047) 32 2,033 ZL 2,192 2.8 
544 8 521 .8 509 Ask 
2,434 2 2,631 2.3 6,147 4.7 
4,247 2 4,234 3.3 c c 
2,124 1 2,110 2.2 2,006 3.0 
10,398 -6 || 10,339 4.5 || 10,589 6.1 
6,312 rug 6,292 1.8 6,472 a | 
616 3 633 3 n.a. n.d. 
3,300 fs) 3,327 2.4 3,870 4.1 
6,373 6 6,368 1.6 n.d. n.d. 
2,402 8 2,436 1.9 n.d. na 
1,681 3 1,580 1.6 n.a. n.a 
5,593 4 5,845 2.5 n.a. n.a 
767 a) 818 6 n.d. na. 
726 .0 729 1.6 n.d. n.d. 
3,827 8 5,016 3.9 6,193 4.8 
1,798 8 1,385 3.7 d d 
18,680 .9 || 18,744 -9 1} 17,547 8 
125,474 -9 || 124,627 1.9 || 119,346 2.7% 
34,936 -7 || 38,801 ng n.a. n.a. 
75,537 -0 || 76,082 Aa n.d. na 
3,302 6 4,016 6.2 n.d. n.d. 
7,583 af 7,545 9.7 n.d. na 
6,710 als 6,196 2.9 na. n.a 


eIncluded in “lumbe! d timbe bes oducts.” 
dIncluded in “other saiartectanih tek rhe 
n.a.Not available. 
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and quality of person” is required to head 
sales in “a highly competitive durable 
goods business” than in an established 
commodity business. 


A POSSIBLE MEASURE 


Despite these differences in executive 
responsibility, the total executive duties 
and responsibilities of companies are some- 
what the same. Data for total executive 
compensation in one company should, 
therefore, be fairly comparable with those 
in another company. 

Thus some measure is possible from 
available data of total remuneration paid 
all executives within a company and also 
of the compensation of each of the first 
three executive officers. Consequently, a 
company wishing to arrive at a figure for 
fair executive remuneration could estab- 
lish an average total compensation for all 
executives and for the three top execu- 
tives in other companies of similar size 
in the same industry and then apportion 
the difference on a qualitative basis among 
its own executives. 

A recent study points out that even 
composite data of the type available from 
the Treasury Department may be of con- 
siderable value in evaluating payments 
made to executives. It deals with the 
ease of the Long Island Drug Company 
and the decision rendered against it on the 
ground that it could not prove to the 
Commissioner of Internal Revenue the 
reasonableness of the compensation paid 
its executives. In comparing the salaries 
paid by the company with data compiled 
from the Treasury Department’s “Statis- 
tics of Income,” Professor Baker found 
that executive compensation in this com- 
pany appeared excessive in relation to pre- 
vailing payments of companies of simi- 
lar size. Although realizing that such 
comparisons are open to criticism he 
points out that “the need for clarification 
of the issues which arise is so great that 
a friendly court should welcome the use 
of a carefully prepared analysis of compar- 
able statistical data.” 


COMPENSATION BY INDUSTRY 


The proportion of net sales paid ex- 
ecutives in thirty-three industries for 1932 
and the period 1939-1941 is shown in 
Table 1. Executives in all these indus- 
tries, except public utilities, generally re- 
ceived a larger proportion of the sales 
dollar in 1932 than in any year from 1939 
to 1941. 

In the rubber product manufacturing 
industry, the declining proportion is par- 
ticularly noticeable in the latter years of 


ohn C. Baker, “A ‘Just Gauge’ for Executive Com- 
pensation,” Harvard Business Renew, Autumn, 1943. 


the decade 1931-1941. In 1939 average 
net sales were $644,900 more than in the 
preceding year, but the average total ex- 
ecutive compensation increased only about 
$100. Average executive compensation in 
1940 was less than in 1931, but average 
net sales in 1940 were almost half a mil- 
lion dollars greater. (See Table 2.) 


INDUSTRY DIFFERENCES 


Variations in the proportion of the sales 
dollar paid executives in different indus- 
tries, as shown in Table 1, are outstanding, 
ranging from .8% in 1941 for companies 
manufacturing petroleum and coal prod- 
ucts to 6.6% for companies engaged in 
automotive service and repair. Among 
manufacturing companies only, the high 
is not quite so great, amounting to 4.4% 
in printing and publishing. 

Comparatively larger executive salaries 


Table 2: Average Net Sales and Execu- 
tive Compensation in the Rubber 
Manufacturing 
1931-1941 
Sources: Treasury Department; Tae ConrerENce Boarp 
Dollar Figures in Thousands 


Product Industry, 


NBDWODOHHOME 


so highly competitive that it requires 
highly qualified, and consequently highly 


Table 3: Net Worth, Net Sales and Executive Compensation in Fourteen 
Rubber Product Manufacturing Companies in 1942 
Sources: Securities and Exchange Commission; THz CoNnFERENCE BoarD 
Dollar Figures in Thousands 


Company Ann inc... ete ee 1,257 


Company) Bs. asee eta emtesn er 1,625 
CompanyiG.% fegcc. cee cee ee eae te 2,364 
Company Di ek snes ste eee 2,693 
Company, iCable eee 2,717 
Company, 1S. .-dia0 ss eaten One eee 3,398 
CompanyiGe cece cece ae ae 4,860 
Company Hl, cris onset ae tinal at aetane 6,003 
Companyulety 2G. ceca. eee oe 10,584 
Company, J. sacasid. rere te caer its 14,914 
Company Ke ws tess eact reas taa 87,735 
Company. le cote oe ie ee ee 114,717 
Company Me. Fie seca oe tee 123,452 
Company: Ne jias.cae acts cetera ce 

PAVETA PE ceed «coins heal «nei Nee ive 36,674 


Net Worth 


Total Executive Remuner- 
ation as % of 


Total Remu- 


neration of 


Net Sales | All seers: 
Directors | Net Worth | Net Sales 
4,008 41.3 3.3 1.0 
1,588 44.7 2.8 2.8 
5,200 77.8 3.3 1.5 
12,083 | 200.3 7.4 1.7 
4,294 78.7 2.9 1.8 
6,120 | 177.9 5.2 2.9 
13,958 | 145.9 3.0 1.0 
11,506 | 138.4 2.3 1.2 
18,725 | 157.3 1.5 a 
32,084 | 275.5 1.8 ‘9 
230,198 | 544.2 6 2 
290,992 | 768.5 7 8 
352,694 | 697.6 6 2 
451,493 | 742.6 5 2 
102,492 | 292.2 8 3 


1Does not include contributions to annuity funds for officers of companies. 


in relation to net sales seem a logical 
evolution in an industry experiencing large 
profit margins on sales, or in an industry 


compensated, men for successful perform- 
ance. These considerations, however, ap- 
pear to be overshadowed by the dollar 


Table 4: Average Net Worth, Net Sales, and Total Executive 
Compensation in Ten Selected Industries in 1942 
Sources: Securities Exchange Commission; Tam CONFERENCE BoarD 
Dollar Figures in Thousands 


Industry 


Metal-working machinery....... 163.9 am 8 
Industrial machinery............ 177.2 ah 8 
Electrical machinery............ 201.9 9 38 
Railroad equipment............. 256.2 8 8 
Agricultural machinery.......... 295.1 4 8 
AULOMOLIVE 5 ass tara sess <> eta es 367.0 6 2 
BLOG sy taupe nes SOR enEe hice rae 447.4 4 & 
Rubber products................ 292.2 8 3 
Petroleammins weiss caeraaneeee a4 279.7 2 2 
Chemical awe /ae ou. cites 279.4 6 6 

AVA RE 25 150s disrere 5 PO 5 3 
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TABLE 5: PER CENT OF NET SALES PAID EXECUTIVES AND NUMBER OF COMPANIES 


BY TOTAL ASSET SIZE, 1931-1941 


Sources: Treasury Department; Taz ConreRENcE BoarpD 


1941 1940 1939 1938 1937 1936 
Total assets 
INGs Of COMpanies.....)..0.. 500% kes 407,053 | 413,716 | 412,759 | 411,941 | 416,902 | 415,654 
PAVEPAUO ris nie scicenthe etre th eee 1.9 2.1 2.2 2.3 2.1 2.2 
Assets under $50,000 
GON COMPANIES 5:oc0-vo1 0701 Sosa/clepaioenc « «1s 213,086 | 225,000 | 226,877 | 227,491 | 228,721 | 227,343 
INGLE YS ee Co AC ee 6.5 6.7 6.5 6.8 6.4 G7 
Assets $50,000 to $100,000 
INO MORICOMIDANICS, 2 6,..02/.feutdtelo ns sp. see's 61,525 | 61,053 | 60,256 | 59,582 | 60,238 | 59,528 
JASE N/a SR Se Fy 9 eR 4.8 4.8 4.7 5.0 4.5 4.7 
Assets $100,000 to $250,000 
EN GSKOF COMIPANIES. 0 ..5,00).a,cldeiieois crave ove 60,386 | 59,059 | 58,119 | 57,773 | 58,817 | 58,442 
PACRAO gy otei Skanes Mates si ok 4.0 4.0 3.9 4.1 3.8 3.9 
Assets $250,000 to $500,000 
PN EOHIGOMPANIES. «1. 0) doles a ows onda 28,751 | 27,832 | 27,447 | 27,371 | 27,992 | 28,342 
PEAKE Vo o\ we Mie. crk Gaye. BRE coach 3.2 3.3 See 3.3 3.0 3.1 
Assets $500,000 to $1,000,000 
SOrON COMPARES, «.. cc h%c'c sels es eo cere eg 18,424 | 17,505 | 17,232 | 17,079 | 17,587 | 17,941 
CTA IO Yo. die Sfsrdcieialp Qaldhe dia wighin oo 08 2.6 def 2.6 2.8 2.5 2.5 
Assets $1,000,000 to $5,000,000 
IN SH COMPANS.1555.4,240.s poss sees oe 18,832 | 17,627 | 17,337 | 17,187 | 17,897 | 18,277 
AMERS POU G arty, Weiss coisa we GeINes bee iC 1.8 1.8 1.9 ee ey 
Assets $5,000,000 to $10,000,000 
INGE AOLs COLD AICS inc ares sods: sre wrelerane 8404 2,812 2,603 2,537 2,542 2,620 2,719 
PAVERANE pda ines i Ubld coe valsleetels gale neal 1.2 BES 1.3 ia 1.1 
Assets $10,000,000 to $50,000,000 
INGROL COMPANIES 55 1,55, 00)5 «fa dye d wverejee s 2,411 2,266 2,217 2,213 2,281 2,311 
BA VEEAQE Oia hits vic Bin cigs on.cl.yad > au ayy 8 8 9 8 8 
Assets $50,000,000 to $100,000,000 
WNorot- companies: i220 ei sc Meee e's 400 368 342 349 355 355 
PROTEOME Gy ves: ty ipslsin aia s1aptfarcbeust « MEN SRAOHS 6 6 6 6 5 6 
Assets over $100,000,000 
INONOL COMPANIES: 6%... 02s sees eee eee 426 403 395 394 394 396 
EIA GO Ga er nk coe Rine Some wale 3 4 A 4 4 A 


1935 1934 1983 1982 1931 
415,205 | 410,626 | 388,654 | 392,021 | 381,088 
2.2 2.3 2.6 2.9 A Pett 
227,545 | 223,073 | 211,586 | 206,477 | 182,447 
6.6 6.6 7.3 7.8 Toe 
58,434 | 57,840 | 56,205 | 58,320 | 61,144 
4.7 4.9 5.5 6.2 6.0 
58,208 | 58,186 | 56,745 | 59,500 | 63,428 
3.9 4.1 4.7 5.3 5.2 
28,605 | 28,673 | 26,773 | 28,422 | 31,052 
3.1 3.3 3.9 4.5 4.4 
18,102 | 18,339 | 16,592 | 17,590 | 19,335 
2.6 2.7 3.2 3.9 3.6 
18,407 | 18,499 | 15,840 | 16,705 | 18,345 
127 1.8 2.4 2.9 27 
2,769 2,844 2,344 2,442 2,588 
1.1 1.2 ete 1.9 2.0 
2,393 2,411 1,885 1,947 2,117 
8 9 1.2 1.4 1.4 
742 761 594 618 632 
5 a) 5 6 5 

a a a a a 


alncluded in the group whose total assets are $50 million to $100 million. 


volume of business involved. Limitation 
of an analysis of executive compensation 
solely to over-all data for individual in- 
dustries would be at fault in not taking 
into account the important qualification 
that these data include both large and 
small companies. 

Data in Table 4 for smaller groups of 
companies in ten industries show that ex- 
ecutives of two industries with average net 
worth under $9 million received .8% of 
net sales in compensation. Executives in 
seven of the other eight industries with 
average net worth ranging from $22 mil- 
lion to $172 million received .3% or less. 


INDIVIDUAL COMPANIES 


The total remuneration of all officers 
and directors in fourteen individual com- 
panies in the rubber products manufac- 
turing industry’ during 1942 is shown in 
Table 3: Definition of the term officer 
as applied to data released by the Se- 
curities and Exchange Commission is left 
to the discretion of the reporting company 
since there does not seem to be complete 
agreement on the subject. A similar policy 


1A group of companies in this industry was selected be- 
cause of the ing og, Maca their snes with that of 
one of the industries in partment data and 
also because of the coriecante conformance of both 
ratios of total executive remuneration. A similar analysis 
of the other nine industries in Table 4 will be made in a 
machoomting report. Advance analysis of any individual 
industry shown in Table ven can be obtained on request. 


is observed by the Treasury Department. 
Inclusion of directors’ salaries should not 
tend to distort executive compensation 
data since directors in general receive 
nominal remuneration unless they are also 
company officers or have additional duties 
and responsibilities over and above those 
required at directors’ meetings. In either 
case they are, in effect, active company ex- 
cutives. 

Arranged in the order of net worth, 
these fourteen rubber companies further 
illustrate the fact that there is a de- 
crease in the ratio of executive compensa- 
tion to sales as the size of a company in- 
creases. Executives of one company with 
a net worth amounting to $1.6 million re- 
ceived 2.8% of sales in 1942, but in the 
four largest companies. with a net worth 
in excess of $87 million, executives as a 
whole received .2% and .3% of sales. 

Despite some increases and some de- 
creases over 1941 in the total amounts 
paid executives by these companies, the 
average percentage of net sales paid all 
executives for the fourteen companies re- 
mained unchanged at 3%. This com- 
pares with an average ratio of .7% in 
1941 for a group (Table 2) of more than 
500 rubber-product manufacturers. The 
smaller group of companies in Table 3 is 
comprised of the more prominent compan- 


ies in the field and, consequently, reflect 
the lower ratio to be expected in larger 
companies. 


SIZE OF COMPANY 


Companies with total assets under $50,- 
000 reported average total executive re- 
muneration in 1941 amounting to 6.5% of 
sales (Table 5). The ratio steadily declines 
with the higher asset groups and is only 
3% for the group with total assets in 
excess of $100 million. This decline is 
seen in every year of the eleven-year per- 
iod. 

This decline in the ratio of executive 
compensation to sales by asset size con- 
tinues even beyond the group reporting 
total assets between $50 million and $100 
million. When data from 1931 through 
1935, for all companies with total assets 
over $50 million, are included in one group, 
the average ratio of total executive com- 
pensation amounts to between .5% and 
6%. Segregation, for subsequent years, 
of companies with total assets over $100 
million results, however, in an average ra- 
tio of .4% in 1936 and of .8% in 1941. 


HIGHEST COMPENSATION 


In the majority of companies, the high- 
est-paid executive is either the president 
or the chairman of the board of direct- 
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ors. No distinction however is made on 
the data for the highest-paid executive 
in the fourteen rubber product manufac- 
turing companies shown in Table 6 ex- 
cept to note that in ten of these companies 
the president is the highest paid and in 
the remaining four the chairman of the 
board. 

Variations in data illustrate some of the 
difficulties of measuring individual com- 
pensation. Presumably, the duties and 
responsibilities of presidents in companies 
of the same approximate size in the same 
industry possess some degree of compar- 
ability, but in some instances differences 
in compensation are marked. Five of the 
group of smallest companies with total as- 
sets ranging from $1 million to $5 million 
reported the same total number of execu- 
tives but the percentage of total execu- 
tive compensation received by the top 
executive ranged from 21.1% to as high 
as 50.3%. 

Chief executives in the second group of 
companies with assets from $6.5 million to 
$8.5 million received 24.5% and 26.0%, 
but the next higher group comprised of 
companies with assets from $13 million to 
$22 million paid their chief executives ap- 
proximately 35% of the total executive re- 
muneration. The four largest companies 
had a range of 17.2% to 23.9%. 


RATIO TO SALES 


Arrangement in Table 9 of the fourteen 
rubber companies in order of net sales 
does, however, disclose a fairly even de- 
cline in the proportion of net sales paid 
the chief executive. The proportionate 
part of net sales paid chief executives of 
three companies with sales volume rang- 
ing from $4.3 million to $6.1 million 
ranged from .68% to .75%. For compan- 
ies with sales between $11 million and 
$32 million, the highest compensation 
ranged between .26% and .41%. In the 
group of large companies with sales 
amounting to more than $200 million the 
same percentage ranged from .03% to 
06%. 

Representative averages and percent- 
ages for selected companies in nine oth- 
er industries, as shown in Table 7, seem 
also to support this thesis. Arranged in 
order of the volume of average sales, the 
proportion represented by the highest 
compensation shows an almost steady de- 
cline percentagewise despite an increase in 
actual dollar compensation. Average com- 
pensation of the chief executive in eight- 
een metal-working machinery companies 
amounted to .25% of a sales volume aver- 
aging $21 million. The decline in this 
percentage was fairly steady. For twenty- 


Table 6: Total Executive Remuneration and Highest Paid in Fourteen 
Rubber Product Manufacturing Companies in 1942 
Sources: Securities and Exchange Commission; Taz ConrerENcE BoarD 
Dollar Figures in Thousands 


Number of Total Paid Highest Highest Paid 
Asset Class icers and to Paid as % of Total 
Directors Executives Executive muneration 
$1 million to $5 million: 
Company As 2. sip. fam + ee: Her 7 41.3 18.0 43.6 
Company: Bind. 8. 945 see oe eat 7 44.7 22.5 50.3 
Conipany Cy. 5-25.40 1ee ca eee a 717.8 30.0 38.6 
Company iD: seaghc eee ee 14 200.3 49.8 24.9 
Company, E...3o8e aa ue eee ety Bae Uf 78.7 82.6 41.4 
Company: Beit rr. bt ple Ooeniceeheacics 7 177.9 87.5 21.1 
$6.5 million to $8.5 million: 
Company G..7 08s. hoe ew oh ey 11 145.9 35.8 24.5 
Company: Hi..csashoske depreciate are 12 138.4 36.0 26.0 
$13 million to $22 million: 
‘Company [ngaocuki= sand oetereatnay eons 17 157.3 55.8 35.5 
Companys 6 4. cstien thea ae ae rips = 13 275.5 97.0 35.2 
Over $150 million: 
Company) Korero cust cc ccrats nets 20 544.2 130.0 23.9 
Company: Les Fes va te eae 17 768.4 150.4 19.6 
Company? M3. .2aieks noni ea ieae 16 697.6 120.0 Vi 
Company (Ninbiiscepdeihisen anentes cas 26 742.6 175.0 23.6 
Averages..« 260% del... Sees 13 292 .2 70.7 24.2 


Table 7: Average Net Sales and Percentage Paid to Chief Executives 
for Selected Companies in Ten Industries in 1942 
Sources: Securities and Exchange Commission; THz ConFERENCE Boarp 
Dollar Figures in Thousands 


Aver: Average Average of High- 


Industry Net Sales Pot Pela -~ Paid as % of 

Metal-working machinery............... 21,061 52.1 25 
Industrial machinery.................-- 22,895 55.7 24 
Chemitalats. octet te so ecb uk otis 54,847 53.6 10 
Electrical machinery................... 64,957 45.5 07 

road equipment: Sweat)... Petebielts sees 79,690 66.3 .08 
Agricultural machinery................. 97,807 55.3 06 
Bubber products... fox astsraie suse dees 102,492 70.7 07 
Pemroleniien. as ntsc eee cate eee 147,904 61.8 04 
ANITOMOLIVE Noes Ea. OY Sees 209,911 72.6 03 
Tronjand. steel! fuss: atin. aoe erect 217,129 109.2 .05 


Table 8: Second and Third Highest Compensation and Their Relation 
to Highest Compensation in Fourteen Rubber Product Manufacturing 
Companies in 1942 


Sources: Securities and Exchange Commission; Taz ConrerENcE Boarp 


Dollar Figures in Thousands 
Second Highest Third Highest 
Compensation Compensation 
Company 
Amount | %ofHighest| Amount | % of Highest 

Company.-B Gives thse aanae 22.5 $9.5 42.2a b ake 
Company (Auaic.)asstites exude on 18.0 b ae b i 
Compatiy Ei cctiecs caer tees 32.6 26.0 H 79.84 $15.6 47.9 
Company O.'. 25.0: Sas ose eee 30.0 18.0 60.0 11.5 38.3a 
CompanyyF tees, «seeks? Shatin aoe 37.5 26.2 69.9 24.2 64.5 
GConipaniy Hi gice atctis) ase: Woes ances 36.0 20.0 55.6 15.6 43.3 
Compan yey 5 ie =jcuese eye des steko 49.8 34.7 69.7 29.8 59.8 
Company” Gay tc ae ok teresa eee’: 35.8 22.1 61.7 22.0 61.5c 
Company Tiesto. Ns. Sade. 55.8 217% 38. 9a 15.0 26 .9a 
Company T xgan, srrcinsw ths ste aaa 97.0 25.0 L 25.84 25.0 L 25.8a, ¢ 
Company .7cHiet » on,. aie icon mien 130.0 68.0 52.3 66.0 50. 8¢ 
Company las.astron< sto >.cnutein sm eau 150.4 100.9 67.1 100.8 H 67.0¢ 
Company ML Pips. en colts eee tert 120.0 93.8 78.2a 62.5 52.1 
Company? No. .C8 ash 8 oe 175.0 92.5 52.9 71.2 40.7 

Averape:s i.Khcees.. Reale aemeds 70.7 43.0 60.8 38.3 54.2 


cRemuneration the same or i the 
jee al th scradtichet alee ee ede? 
H—High L—lLow 


aOut of line with the prevailing characteristic range for 
this group of companies, 
bSalesman’s compensation. 
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Table 9: Net Sales, and Percentage 
Paid to Chief Executives of Fourteen 
Rubber Product Manufacturing Com- 
panies in 1942 
Sources: Securities and Exchange Commission; 
Tus ConrerENce Boarp 
Dollar Figures in Thousands 


Company J....... 


Company K....... 

Company L....... 05 

Company M...... ; 03 

Company N....... 451,493 04 
Average........ 102,492 07 


seven iron and steel companies whose 
sales averaged $217 million it was .05%. 

For the most part, the second and third 
highest compensations, as shown in Table 
8, are fairly consistently graded in rela- 
tion to the highest compensation. The ac- 
tual percentage for the second highest-paid 
ranges from 26% to 80% of the highest 
compensation paid, but for eight of the 
thirteen companies reporting these data 
the spread is only 53% to 70%. For nine 
of the twelve companies reporting re- 
muneration of the third highest-paid ex- 
ecutive the range is 41% to 65% of the 
highest paid. 

The similarity between the compensa- 
tion of the second and third highest-paid 
executives in many instances suggests an 
equality of responsibilities for two or more 
executives directly under the president or 
chairman. Thus, a vice president in charge 
of production, a vice president in charge 
of sales and a vice president in charge of 
engineering may conceivably all hold posi- 
tions of responsibilities of equal import- 
ance to a company, and be entitled to ap- 
proximate parity of remuneration. This 
fact is evident in four of the companies 
shown in Table 8. 


CONCLUSIONS 


From these data several significant 
facts are revealed: 


(1) Executives in almost all types 
and sizes of companies received less 
of the sales dollar in 1941 than in 
1931. 

(2) The percentage of the sales 
dollar paid executives varies greatly 
among different industries. 

(3) Executives in small companies 
receive a higher percentage of the 


sales dollar than do executives in 
large companies. 

(4) The size of a company is indi- 
cated as the best available over-all 
measure of total executive com- 
pensation. 


Thus, a company can, from these facts, 
measure its total executive compensation 
against the compensation practices in other 
companies. Comparisons can be made by 
size not only by general asset class but 
also by ranking the particular company 
within its own industry according to aver- 
age volume of sales. Evidence of this sort 
should provide a method for weighing 
criticisms of executive compensation. 


Tuomas A. FirzGERALD 
Division of Business Practices 


Canadian Government War 
Plants 


Canadian government investments in 
industrial facilities for war purposes and 
in defense construction now amount to 
about (Can.) $1,575 million. Investments 
by the Department of Munitions and 
Supply alone amounted to $1,422 million 
on October 31, 1944. Figures for other 
departments are not available but are es- 
timated by the Finance Department to ac- 
count for Jess than 10% of the total. They 
comprise for the most part airfields con- 
structed in Canada for the United States. 


Investments of the Canadian Depart- 

ment of Munitions and Supply in 

Munitions Facilities and Defense Con- 
struction 

Source: Department of Munitions and ey 


Millions of Canadian Dollars; Estimated Value as of 
October 31, 1944 
Totalieniticos.. ye aeelaeeabe: 3. 1,422 

Government-owned industrial 
facilities: : <7 y eesti ae aia es 790 
Crown plants—Crown-operated....... 65 
Crown companies—Crown-operated... 115 
Crown plants—privately operated... .. 450 
Facilities in privately owned plants... 160 

Hioasimg Ee FA. ior ees cece ss 80 

Other Defense Construction....... 552 
Barracks, hangars, etc................ 417 
Airports and runways, etc............ 52 
Coastal and other defense works. .... . 83 


Details of the investments of the De- 
partment of Munitions and Supply are 
shown in the accompanying table. More 
than half of the department’s total repre- 
sents government-owned industrial facili- 
ties, most of which are privately operated. 

These figures are preliminary, those for 
defense construction in particular being 
subject to revision because of the drastic 
curtailment of the Empire Air Training 
Plan. W. W. C. 


To Promote Imports 


The new import division to be set up 
in the Canadian Department of Trade and 
Commerce shows that Canada, no less 
than the United States, is increasingly 
aware of the importance of imports in 
maintaining a healthy export trade. 

Imports from the United Kingdom, 
however, are likely to be the primary con- 
cern of the new division. Canada ordi- 
narily imports more than she exports in 
her trade with the United States but the 
opposite is true of her trade with the 
United Kingdom, Lord Keynes recently 
emphasized that British purchases from 
Canada after the war would be consider- 
ably determined by the volume of Cana- 
dian imports from the United Kingdom. 
Since the United Kingdom is in peacetime 
much the largest market for Canadian ex- 
ports and accounted for more than 40% 
of all Canadian exports in 1938, Canada 
has every reason to take Lord Keynes’ 
warning to heart. W. W. C. 


Business in Print 


A Peace that Pays. By Thomas P. Brockway, 
New York: Foreign Policy Association (Head- 
line Series). 25¢ 


Dr. Brockway discusses ways of implementing 
three widely admitted propositions: (1) peace 
and prosperity are indivisible; (2) world peace 
is inextricably tied to the level of prosperity in 
the United States; (3) prosperity in this country 
will depend, in part, upon the policies we adopt 
toward our external transactions. 

The author stresses the importance of a wider 
public understanding of these problems so that 
the people as a whole, rather than small well- 
organized pressure groups, can help make the 
decisions on or affecting commercial policy. 
Only in that way can there be a lasting peace. 


Sixteenth Boston Conference on Dis- 
tribution. Boston: Chamber of Commerce. 
$3.75. 


The role that distribution plays in our economy 
ean be seen from this report which covers the 
addresses of government and business authori- 
ties. Comment is focused on basic distribution 
issues of the postwar period. and how to avoid 
the pitfalls that occurred after World War I. 
Treatment is given to both foreign and domes- 
tic issues—foreign trade and markets, domestic 
production, consumption and distribution, post- 
war employment, income, deflation, inflation 
and savings. A.E.R. 


Export Selling—A Guide for Connecticut 
Manufacturers. Hartford, Conn.: The 
Manufacturers Association of Connecticut, Inc. 
$1.00. 


This 87-page handbook, although somewhat 
elementary for those already at home in the field, 
should be useful to persons and firms contem- 
plating going into the foreign trade field who 
desire a compact survey of the various problems 
and considerations to be kept in mind. W.W.C. 
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Public Relations: An Aid in Contract Terminations 


NNOUNCEMENT of a contract can- 
A cellation or cutback, regardless of 
its ultimate effect, is a serious matter for 
management. War contract adjustments in 
any form are feared by labor, and, unless 
handled with extreme care, may result in 
serious unrest and loss of valuable pro- 
duction time. 

To lessen the initial impact of cancella- 
tions and insure immediate handling of 
labor displacement problems and related 
local developments, public relations pro- 
grams have been carefully planned and 
put into operation by the Army and the 
Navy. Pioneering for the Army in this 
respect is the Air Technical Service Com- 
mand of the Army Air Forces, with head- 
quarters at Wright Field, Dayton, Ohio. 


POLICY 


The War Department Bureau of Public 
Relations (WDBPR) and Army Air 
Forces Headquarters in Washington have 
delegated full responsibility for handling 
all public relations activities in connec- 
tion with AAF terminations and read- 
justment matters to the Air Technical 
Service Command. ATSC, under a de- 
centralized system of operation has, in 
turn, delegated responsibility to its dis- 
tricts. There are six ATSC districts at 
the present time, with offices located in 
New York, Chicago, Detroit, Los An- 
geles, Wichita and Atlanta. 

By handling such a program on a 
decentralized basis, increased efficiency 
and proper timing are assured. However, 
proper coordination is necessarily main- 
tained between each district headquarters, 
Wright Field, and Washington. 


CONTACT AND LIAISON 


ATSC’s over-all policy in handling ter- 
minations is to maintain personal contact 
and close liaison between headquarters, 
district, and area public relations person- 
nel. (Areas are subdivisions of districts, 
with offices located in major cities.) 

Whenever circumstances permit and a 
situation warrants the action, Public Rela- 
tions Headquarters at Wright Field pro- 
vides District Public Relations Sections 
with advance information on possible can- 
cellations. Normally, however, notifica- 
tion to the district is by a standard print- 
ed form or by teletype. It precedes re- 
lease of the official notice of cancellation 
to the contractor by several days. This 


advance information is intended to enable 
the district office to formulate plans and 
arrange necessary conferences prior to the 
release date. 

In every instance where dislocation and 
displacement of labor is involved, a Pub- 
lic Relations Officer who has received spe- 
cial training in contract terminations and 
readjustment work will be assigned by the 
district office to handle the case. These 
termination PRO’s are in touch with war 
contractors and know their problems. As 
a result, case handling by them in the 
field at the facility level insures proper 
consideration of local labor and economic 
problems. 

Frank and unbiased announcements of 
contract cancellations or reductions are es- 
sential if unwarranted fears are to be 
avoided and wholehearted support of the 
war production program is to be main- 
tained. These releases are most efficiently 
planned and written directly for the plants 
and communities concerned. 


ORGANIZATION 


AAF Headquarters has realized that the 
over-all readjustment program, if it is to 
be effective and give maximum service to 
groups involved, must be flexible. Toward 
this end, the ATSC program provides for 
complete handling of readjustment and 
termination activities at the facility level 
whenever possible. 

Activities of ATSC termination public 
relations are handled on a similar basis. 
While administrative coordination is 
through Headquarters, Wright Field, each 
district office is staffed by several officers 
who specialize on terminations and read- 
justment public relations work. Area Pub- 
lic Relations Officers have also received 
special instruction in this work and case 
handling can be channeled to them when 
necessary. 


SOUND PUBLIC RELATIONS 


In handling the public relations aspects 
of terminations, ATSC considers the pos- 
sible effect on four main groups: (1) la- 
bor, (2) industry, (3) the general public, 
and (4) the Army Air Forces. It is aware 
that special attention must be given to 
labor angles of readjustment. Rumors and 
speculation about cutbacks are frequently 
more damaging to morale and more disrup- 
tive to production than the actual cutback 
itself, particularly if they revolve around 


minor terminations in a war plant hold- 
ing dozens of other war contracts. 

A worker who knows why various con- 
tracts are being terminated is considered 
less vulnerable to “cutback jitters” than 
an uninformed worker. The worker who 
knows what is happening is reassured. 
Cutbacks in the plant where he is em- 
ployed may not affect his job immediately, 
but intelligent announcements will help to 
condition his mind for the day when mass 
terminations are inevitable. If he is left 
uninformed he may listen eagerly to any 
rumor or speculation regardless of its 
source or nature. 

The general public is also entitled to 
know all the facts which can be released 
without conflicting with security consid- 
erations. Full information to the public, 
especially when a cutback involves little 
or no labor displacement, may forestall the 
spread of harmful rumors. 


PROCEDURE 


ATSC has adopted the following general 
plan for termination PRO’s. All cases 
are handled on an individual basis, and lo- 
cal circumstances and developments at 
times necessitate deviations from estab- 
lished procedure. 

When advance information of a cancel- 
lation is received by District Headquar- 
ters, a preliminary coordination meeting 
is held to discuss the cancellation and de- 
cide what action is to be taken. After this 
meeting a termination PRO is assigned 
to handle public relations activities. 

The PRO will coordinate his activities 
with other government agencies concerned 
and will arrange and hold conferences at 
the facility level attended by War Pro- 
duction Board, War Manpower Commis- 
sion and United States Employment Servy- 
ice officials. If the plant employs fewer 
than 500 people, a Smaller War Plants 
Corporation representative will also at- 
tend. After a preliminary discussion, plant 
management and labor union representa- 
tives are invited to participate in the 
conference. 

Once the contractor has received offi- 
cial notice of termination, the next big 
step is announcement of the cancellation 
to plant employees. This announcement 
will follow a plan agreed upon in the gen- 
eral conference and may be in the form 
of (1) a personal talk, (2) an announce- 
ment for all bulletin boards and/or distri- 
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bution to employees, (3) announcements 
over the loud-speaker system, or (4) a 
combination of these methods and any 
other method. 

Finally, an improved press and radio 
release is turned over to local media for 
publication and general announcement. 
Coordination with WDBPR in Washing- 
ton and ATSC Headquarters, Wright 
Field, is achieved where necessary for 
national coverage if the situation warrants 
such action. 

Following is an outline for each im- 
portant phase of this procedure: 


PRELIMINARY MEETING 


When a Commander has been notified 
that a contract in his district is to be ter- 
minated, he directs his Public Relations 
Officer to arrange preliminary conferences 
to be attended by the WPB Regional or 
District Manager and the WMC Area Di- 
rector (or their authorized representa- 
tives) , plus such other personnel as may 
seem necessary. 

The primary purpose of this conference 
is to prepare a rough draft of employees’ 
bulletins, press and radio releases, and 
whatever additional public relations mate- 
rial may be necessary. 

While a bare announcement of the ter- 
mination could be drafted from infor- 
mation available within District Head- 
quarters, it would probably not contain 
all the facts to which the public and the 
plant employees are entitled. 

For instance, how many workers will be 
laid off? When will the first layoffs oc- 
cur? Are there other jobs in the same 
plant or in the same community? If not, 
where are jobs available, and how do the 
workers find out about them? What 
can the United States Employment Serv- 
ice or WMC do to help? 

The WMC and WPB officials can pro- 
vide answers for most of these questions, 
but others can only be answered by plant 
management. 

Some aspects of the termination could 
possibly be announced better in internal 
company bulletins than in the newspapers 
or on the radio. Generally, the entire 
problem is broadly discussed before the 
contractor is approached, and statements 
prepared which represent the best thought 
of the government’s civilian and military 
representatives present. 


MEETING MANAGEMENT, LABOR 


When the tentative statements have 
been drafted, another conference is usually 
arranged. At this conference, manage- 
ment and labor are represented, as well as 
the same government agencies and de- 
partments represented at the preliminary 


meeting. At this meeting, the proposed 
press and radio announcements and em- 
ployee bulletins are read, and suggestions 
obtained from all present so that the an- 
nouncements in their final form will be a 
joint statement of all concerned. 

The need for additional bulletins is dis- 
cussed and final decision made as to who 
will issue them. Management is asked to 
determine how the workers are to be noti- 
fied. The WMC and WPB may also 
wish to issue separate or joint bulletins. 
Under this plan, it is the Public Relations 
Officer’s responsibility to assist in the 
preparation of the bulletins, and to bring 
about full agreement among all concerned. 


NOTIFICATION OF EMPLOYEES 


The ATSC has found that the success of 
the plan is generally determined by how 
the workers are informed of the termina- 
tion, An unalterable principle is that in 
every instance the workers should be told 
of the termination before the public is 
told—and told as fully and frankly as se- 
curity considerations will permit. 

Bulletin board notices, employee group 
meetings, announcements over the plant’s 
public address system—any or all may be 
used—but the employees must know be- 
fore the public knows. Nothing is more 
disconcerting to a war-plant employee 
than to read in the newspaper or hear over 
the radio that he is about to lose his job 
before he himself has been informed by 
management. 

The District Commander and WMC 
and WPB officials may feel that a talk to 
the workers or to their section foreman, 
by them as well as by management, may 
be advantageous. Regardless of the type 
of announcement, all efforts have a com- 
mon aim: to tell the workers what is hap- 
pening, why it is happening, and what 
can and will be done to offset possible la- 
bor displacement. If little or nothing can 
be done, an honest statement of facts, how- 
ever unpleasant, will prevent later exag- 
geration through rumor. 


PRESS AND RADIO 


Terminations Public Relations Officers 
also have as a major objective a complete 
understanding with the press in each in- 
stance of a termination or a cutback. The 
press is informed of every major termina- 
tion or cutback and the decision as to 
whether the information should be pub- 
lished when released rests with the editor. 
The facts are clearly outlined to the press 
in order to prevent rumors or distortions 
from being published. 

In some instances the employees are 
notified during the day and the story ap- 
pears in the evening editions. If both 


day-shift and night-shift employees are 
concerned, it may be released the following 
morning. 

The following is an illustration of a 
suggested form of press release: 


BLANK CITY, December 9—The War 
Department has notified the Jones Com- 
pany that its contract for production of 
B-66 gun turrets will be terminated De- 
cember 15 as a result of major design 
changes in the aircraft which make the 
present turret impractical, according to an 
announcement by Col. John D. Roe, Com- 
manding Officer of the Northeastern Dis- 
trict of the Air Technical Service Com- 
mand. 

Some 900 Jones Company employees 
will be affected by the termination, com- 
pany spokesmen said, but many will be 
transferred to other war production. 

The request of the War Department to 
cut back the turret contract was reviewed 
and approved by the Production Readjust- 
ment Committee in Washington. The 
PRC is studying the facilities of the Jones 
Company to determine whether its facil- 
ities are suitable for production of an en- 
tirely new,-and as yet secret, gun turret 
which provides greater fire power, quicker 
maneuverability in action and more com- 
fortable quarters for the gunner. 

There will be no layoffs immediately, 
according to the Jones management and 
local War Manpower Commission officials. 
“The Jones Company will use practically 
all of the displaced workers on other criti- 
cally needed war production,’ John J. 
Jones, President, announced. 

Ralph H. Waters, Area Director for 
WMC, stated that the United States Em- 
ployment Service is placing interviewers 
on duty in the plant immediately to dis- 
cuss new jobs in the Blank City area, 
should any workers have to be laid off as 
a result of the cutback. 

“Our reports show that the demand for 
workers in this area is still greater than 
the available supply, and that every work- 
er is needed to meet the production de- 
mands on this community,’ Mr. Waters 
said. “I feel confident no hardship will 
result from this cancellation, or at the 
most only temporary unemployment for 
comparatively few workers.” 

The termination of the B-66 gun tur- 
ret contract does not affect the Jones 
Company’s production on other war con- 
tracts, nor does it affect production in 
the Jones plants in Centerville and Junc- 
tion Valley. 

The Jones Company has established a 
plan for transferring workers from tur- 
ret production to other war work on a 
staggered basis. Those workers engaged 
in preliminary operations will be trans- 
ferred first, employees in the various sub- 
assembly operations will follow, with the 
final assembly crews last. Seniority pro- 
visions of the contract between the com- 
pany and the union will prevail in effect- 
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ing transfers and any necessary layoffs, ac- 
cording to Robert G. Bell, chairman of the 
local union. 

In discussing the termination, Col. Roe, 
whose district administers the Jones Com- 
pany contracts, paid tribute to the out- 
standing performance record of the com- 
pany. 

“The Jones Company has consistently 
stood high on the list of contractors in 
this district who can be depended upon 
to ‘deliver the goods’ on time and accord- 
ing to specifications,’ Col. Roe said. 
“Management and workers alike have co- 
operated fully and have met every de- 
mand made upon them. I am suré they 
will accept this cutback as necessary to 
the successful prosecution of the war, and 
will continue to maintain their high stand- 
ards of performance on war contracts still 
in force.” 


SAMPLE MANAGEMENT ANNOUNCE- 
MENT TO EMPLOYEES 


To the Employees 
What is Cancelled and Why? 

The War Department has informed the 
company that the present Army Air 
Forces contract for the production of 
B-66 gun turrets will be terminated on 
December 15 as a result of design changes 
in the aircraft which make the present 
turret impractical. 


How Many Will be Laid Off? 


This will release 900 employees, many 
of whom can be used on other work in 
the plant. Others will have to be laid off 
eventually, although no layoffs are ex- 
pected to occur immediately. 


What Will the Layoff Schedule be? 


All reductions in personnel will be made 
according to the seniority provisions of 
the contract between the company and 
the union. Layoffs will occur by depart- 
ments. Department A will complete its 
work on December 18, Department B on 
December 25, Department C on January 
10 and Department D on January 165. 


How Can They Get Other Jobs? 


The union and the company are anxious 
to see that this particular change in pro- 
duction requirements causes the least pos- 
sible dislocation of employment and pro- 
duction. Workers in Department A will 
be interviewed in the plant by placement 
officers beginning tomorrow, and both the 
union and the company will work with 
USES officials to see that all employees 
displaced are promptly transferred to 
other important war work in Blank City 
with a minimum loss of working time. 


Are Other Contracts Affected? 


The cutback will have no effect upon 
the departments of the plant working on 
other contracts. The need for production 
is unchanged and employees are urged to 
continue their efforts to see that schedules 


are met in the future as ably as they have 
been in the past. 
(Signed) 


The Management 
The Union 


SAMPLE JOINT ANNOUNCEMENT OF 
WMC AND WPB 


To the Employees of the Jones Company 


The War Department’s termination of 
production of B-66 gun turrets at the 
plant of the Jones Company at Blank 
City will result in the release of some of 
the 900 workers now engaged on this 
contract but no layoffs will occur immed- 
iately. 

Blank City is classified by the War 
Manpower Commission as a tight labor 
area, which means that there will be no 
lack of jobs in war work for the workers 
released because of this termination. Many 
of the jobs available are in the same pay 
range. 


A number of workers affected will be re- 
tained in the employ of the Jones Company 
and transferred to other war production in 
the same plant. In addition, the War Pro- 
duction Board is notifying the various pro- 
curement agencies of the availability of 
these facilities for new war contracts. 

Beginning tomorrow, the United States 
Employment Service of the War Man- 
power Commission will have representa- 
tives on duty at the plant, as well as at 
its own offices in Blank City, to inter- 
view workers for new jobs in the Blank 
City area and refer them to appropriate 
employers. The War Manpower Commis- 
sion’s reports show that the demand for 
workers in the Blank City area is still 
greater than the available supply and 
that every worker is needed to meet the 
production demands wpon this commun- 
ity. 
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Fire Losses Higher 


TRE LOSSES have risen steadily dur- 

ing the war, increasing from $315 
million in 1942 to $380 million in 1943 
and an estimated $424 million in 19447 
This trend repeats the experience of the 
last war and can be attributed in large 


Adjusted Fire Losses on Insured 
Property 
Source: National Board of Fire Underwriters 
Index Numbers, 1926=100 
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measure to greatly increased industrial ac- 
tivity and to higher property values. Oth- 
er factors are an increasing shortage in ex- 
perienced maintenance men and in fire 
equipment for new building construction. 
There has been some difficulty in getting 
sprinkler pipe and fire doors. At the same 
National Board of Fire Underwriters. 


time, temporary wooden construction has 
increased fire hazards. 

Losses have been distinctly higher in 
the past year for industrial concerns, but 
not for mercantile establishments. Mer- 
cantile losses have been held down, in part 
at least, by a scarcity of goods on shelves. 
Industrial plants, meanwhile, have been 
oprating overtime with greatly increased 
stocks. 

In view of the enlarged values, the 
moderate rise in losses is regarded by insur- 
ance men with satisfaction. This opinion 
is supported by index figures on fire losses, 
as shown in the chart, which take into con- 
sideration commodity price changes and 
the value of insurable. goods. 

Some equalization took place in insur- 
ance rates during 1944, creating perhaps 
a better balance in the rate structure for 
different types of property. It would thus 
appear that premium rates last year were 
at about the level of the last five years, 
which was 66 cents per $100 of insurance. 
It has not been determined as yet what 
effect the New York State reduction of 
about 10% in fire insurance rates in 1944 
will have on national averages. Several 
other states have also effected reductions 
in rates of various magnitudes. For ex- 
ample, 10% fire-insurance rate reductions 
on dwellings effective September, 1944, 
will save Connecticut policyholders $400,- 
000 yearly. These rate cuts followed a fa- 
vorable loss experience over a ten-year 
period. 
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Trends in Productivity’ 


AST trends of productivity and pro- 
jections of the growth in output per 
man hour figure prominently in current 
economic literature. The over-all increase 
in the efficiency of production is increas- 
ingly recognized as the major, if not pre- 
dominant, element in the economic growth 
of modern, industrialized society. 
Much of the recent statement in The 
Economist of London on “A Policy for 


Chart 1: Output, Capital Invested 
and Productivity in All Manufacturing 
Industries 


Sources: National Bureau of Economic Research; 
Census of Manufactures; Tos CoNFERENCE BoARD 
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Wealth” is devoted to an exploration of 
the origins of productivity, Britain’s rela- 
tive position with regard to production per 
capita, and the necessity of raising its 
productivity if Britain’s international po- 
sition is to be maintained. 

“Double the production per man 
hour, and therefore double the consump- 
tion per man hour, within a generation. 
. . . To double the standard of living 
within a generation may look like fast 
going; but when it is looked at through 
the other end of the telescope, as the 
intention of arriving by 1972 at the 
level of productivity reached by the 
United States today, it does not seem so 
very ambitious.” 

At home, emphasis in discussion has 
been placed primarily upon changes in 
productivity since the beginning of the 
war. In certain official quarters it has 
been stanchly maintained, for example, 
that output per man hour has been stead- 
ily increased in war months and that 


1In the Ee to ie in = series, = ee of out- 
it man hour and per worker in agriculture, mining, 
a, and electric energy generation will be di ctnend 
iti analysis of productivity in the individual 
manufacturing industries will also be analyzed. * 
2TheEconomist, “A Policy for Wealth,” reprints of eight 
age the issues of August 19, 1944—October 14, 
1944, p. 7. 


these gains, carried over to a peacetime 
economy, necessitate further job expan- 
sion if an acceptable level of employment 
is to be achieved. In other quarters it is 
contended with equal vigor that “the evi- 
dence is not sufficient to warrant the find- 
ing that there was a similar rise in total 
industrial output per unit of materials or 
that total industrial output per man hour 
increased steadily during the war.” 


PROBLEMS OF MEASUREMENT 


At a recent meeting of the National In- 
dustrial Conference Board devoted to the 
discussion of the measurement and pro- 
jection of national income, a surprising 
degree of agreement was found to exist 


Chart 2; Production and Employment 
in Munitions 


Sources: War Production Board; War Manpower Commission 
Index Numbers, Average, 1943 =100 


in estimates of the probable future com- 
position of the normal civilian labor force. 
Sharp disagreement, however, emerged 
with respect to (1) long-term growth in 
national production, particularly in rela- 
tion to the projection of this rate into the 
future; (2) the rate of growth in output 
per man hour. Significant divergence in 
measurements of national income poten- 
tials or of the probable course of postwar 
national income hinge more upon these 
two key economic phenomena than they 
do upon projections of the number of 
people seeking work. 


1Geoffrey H. Moore, “Industrial Materials Production 
World Wars I and II,” Journal of the American Statistical 
Association, September, 1944, p. 344. 

*The proceedings of this round table on “Measuring and 
Projecting National Income,” held in connection with the 
266th Meeting of the National Industrial Conference Board 
on January 18, 1945, will be published shortly as a Con- 
ference Board Report. Participating were William J. 
Graham, Vice President, The Equitable Life Assurance 
Society of the United States; Milton Gilbert, Chief, National 
Income Unit, Bureau of Foreign & Domestic Commerce; W. 
S. Woytinsky, Principal Economist, Bureau of Employment 


The study here presented is the first in 
a series undertaken by the Board with re- 
spect to past trends and the future outlook 
for productivity. Intensive analysis, par- 
ticularly by Solomon Fabricant, has al- 
ready disclosed that the trend toward in- 
creased productivity has not been spread 
evenly throughout all forms of economic 
activity, nor has it continued upward in 
unbroken sequence, even in past peace- 
time years.* 

Fabricant’s historic survey comes to a 
close in the year 1939. The analysis here 
continues this survey of trends within the 
major industrial groups and also presents 
the Bureau of Labor Statistics data for 
selected industries. Primary consideration 
is given to internal changes within the in- 
dividual sectors rather than to global 
measures which are heavily influenced by 
the newly developed technology underly- 


Chart 3: Output per Worker 


ment of Agriculture; Department of Labor; 
te: Commerce Commission 
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ing our mammoth volume of munitions 
production. 
Output per man hour has been univer- 


Security, Social Security Board; and Rufus S. Tucker, 
Economist, General Motors Corporation. See also Tucker’s 
anal of national income projecti presented in The 
Conference Board Business Record, Dec., 1944-Jan., 1945. 
4See, particularly, his ‘Output in Manufacturing Indvs- 
tries, 1899-1987,” New York, 1940, Also, “Employment in 
Manufacturing, 1899-1939,” New York, 1942. 
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PRODUCTIVITY IN SELECTED MANUFACTURING INDUSTRIES, 1919-1943 
Output per Man Hour; Index Numbers: 1939=100 


1943 | _ 1942 1941 1940 1939 1938 1937 1936 1935 1934 1933 1982 1931 
Agricultural implements..............| a. n.a. | 104.1 | 103.2 | 100.0 | 117.0 | 79.6 | 83.7] 57.6 na. | 25.3 na. | 54.9 
Boots and shoes.s <9.¢iac date dei 111.3 | 111.8 | 113.2 | 105.6 | 100.0 99.0 95.7 | 103.7 97.0 89.6 88.0 79.4 73.5 
Bread and other bakery products.... . 94.0] 92.5] 96.9] 98.2] 100.0} 97.4] 92.2] 95.0] 95.5] 93.1] 90.8] 95.8 | 95.4 
Biscuit and crackers!..............- n.d. n.d. n.d. 97.6 | 100.0 | 98.7] 95.4 92.6 84.9 | 75.4] 73.6] 78.6 77.6 
Other bakery products!............. n.d. n.d. na. | 97.7 | 100.0] 98.1] 94.2] 96.8] 93.9] 92.9 | 100.8 | 112.7 | 116.2 
Cane-sugar refining.................- 91.3 | 82.0 | 118.4 | 103.5 | 100.0 | 102.3 | 109.7 | 107.6 | 105.9 | 102.2] 95.7] 85.2] 79.9 
Canning and preserving.............. 123.5 | 129.5 | 119.6 | 113.8] 100.0] 94.8] 88.8] 83.0] 100.9] 94.1] 98.1] 85.3] 86.4 
Canned and preserved fruits and 5 
vewetables?. icc .sg ssn seme week 130.3 | 186.8 | 120.6 | 112.8] 100.0 | 96.3] 91.0] 80.8] 94.4] 80.4] 99.5] 93.0 | 102.6 
Canned and cured fish?............. 86.4 90.7 | 112.1 | 122.4 | 100.0 75.7 O17 91.0 | 127.6 | 111.0 | 113.6 | 105.7 | 123.9° 
Cemente ie Seti siied ar aerne erase 92.1 | 108.4 | 108.3 | 100.4 | 100.0 92.3 89.3 92.1 81.0 86.2 84, 4 83.5 85.7 
Chemicals: 4.5. ga6 5 ase BARS ees n.d. n.a. n.d. 95.9 | 100.0 89.6 91.3 88.5 84.1 76.0 86.7 85.7 81.3 
Clay products (other than pottery) and ; 
nonclay refractories...............-| a. n.d. na. | 96.7 | 100.0] 86.8] 88.1] 84.7] 84.2] 78.5] 88.0} 79.8] 91.8 
Coke cece «se he oe bara sree. sete 105.3 | 106.2 | 105.3 | 104.4 | 100.0 87.8 94.7 92.5 83.6 73.9 72.8 65.6 15.4 
Beehive coke: ca... panee sds eee n.a. | 103.9 | 102.0 99.2 | 100.0 86.2 | 103.0 93.7 71.3 74.7 60.3 57.4 14.7 
By-product coke. ........5.-..02005 n.a. | 106.2 | 105.4 | 104.6 | 100.0] 87.9] 93.5 | 92.2] 85.5] 73.8] 75.0] 66.8] 75.5 
Confectionery. 220..0:4 sass alo: 103.4 | 104.2 | 108.3 | 105.6 | 100.0 | 94.1] 88.2] 91.2] 88.5] 83.2] 73.1] 67.9] 62.6 
Cotton. goods: 2 2, oete <n aoe ce erie 101.9 | 102.2 | 102.7 | 102.5 | 100.0 | 93.8] 93.5] 93.5] 85.1] 79.0] -74.7| 70.3 | 64.3 
Cotton goods: North.............. n.d. n.d. n.d. n.a. | 100.0 na. | 94.9 na. | 85.4 na. | 64.0 na. | 57.3 
Southiiset.. ccucreae te n.d. n.d. n.d. n.a. | 100.0 n.a.| 94.4 na. | 89.9 na. | 82.3 na. | 91.3 
‘Fertilizers tits..:0ea Siciaee = eee 102.1 | 102.4 | 108.5 | 104.1 | 100.0 | 98.6] 89.1] 89.6 | 90.7] 85.5} 83.0] 88.0] 86.8 
Flour and other grain-mill products...} 83.1 | 94.7 | 100.3} 99.6] 100.0] 92.5] 83.7 | 87.5] 90.7] 93.2| 93.5 | 94.1] 96.7 
Barniture sic. 5.00. s,scataphiies Seis n.d. n.d. n.a. | 103.0 | 100.0 98.2 92.4 91.5 94.7 95.6 86.7 91.1 90.5 
Gilda rae etoeens oe n.d. n.d. na. | 101.5 | 100.0 | 83.4] 91.7] 85.3] 87.3 | 74.1] 79.3] 69.1] 67.1 
Window): -55 > saan omens ais n.d. n.d. n.d. n.a. lS199 9 na. lf os 7 n.a. | 121.0 n.a. | 101.8 n.a. | 123.2 
1 Ot SRA SAO cuco Citys cca oe n.d. n.d. n.d. n.d. ; n.d. n.a. | 202.9 n.a. | 147.2 n.a. | 120.7 
Glass containers: oo... day. a to n.d. n.a. n.a. n.a. | 100.0 n.d. 95.3 | 85.2] 78.4 | 75.8| 87.1 81.3 | 83.5 
Pressed and blown ware!............ na.| na.| na.| na.}| 100.0} na.| 95.0] na.| 86.5 na. | 72.9} na.| 71.0 
ce’ Creal, Jay cries qt eee re one n.a. | 147.1 | 127.0 | 107.0 | 100.0] 89.3 | 81.0] 76.8] 69.8] 66.2] 58.8] 53.3] 59.4 
Dron: and Steek ee jacteeia oie es aes na.| na.| ma.| 97.6 | 100.0] 84.9] 88.1] 81.7] 79.3] 73.9] 75.1] 69.9 | 67.1 
Blast furnaces cc etaes luscete tari, | ete n.d. n.a. | 113.9 | 100.0] 68.2] 98.7 | 101.2] 86.4] 68.7] 67.8] 51.2] 83.3 
Steel works and rolling mills'........]  n.a. n.d. na. | 101.8 | 100.0] 68.5] 90.0] 93.7 | 77.3] 63.2) 68.8] 51.4] 78.3 
Kniitgoods': sae ane tccacoma tere nN. n.d. n.d. n.a. | 100.0 n.a.| 88.6 n.a.| 89.3 na. | 83.2 n.a.| 75.9 
eather nc cee eth rere 110.7 | 116.5 | 110.0 | 101.1 | 100.0 | 93.3] 86.2] 84.4] 84.7] 81.4] 74.6] 71.1 | 64.0 
Lumber and timber products. ......... 118.5 | 120.8 | 118.9] 112.2 | 100.0} 87.6 | 82.4] 84.9] 90.8] 89.5] 86.1] 79.6} 90.6 
Motor vehicles, bodies, and parts...... na. n.d. n.a. | 101.8 | 100.0 | 99.7 | 100.4 | 102.1] 99.5] 85.2] 83.8] 69.4] 79.6 
Newspaper and periodical printing and 
Publishings... 2. vote e ee eaten oe 101.4 | 105.7 | 106.2 | 103.8 | 100.0 92.8 93.0 93.7 92.1 85.4 75.3 74.4 15.4 
Nonferrous metals............ peewee dc n.d. n.a. n.d. n.a. | 100.0 n.d. 91.2 n.a. 78.7 n.d. 84.6 n.a. | 101.0 
Primary smelters and refineries. .... 98.7 | 102.4 | 103.1 | 108.0 | 100.0] 84.8] 87.6 | 80.7] 76.2] 85.2] 88.5] 80.6] 96.2 
Secondary smelters and refineries!.. . n.d. n.d. n.d. n.a. | 100.0 n.d. 95.3 n.d. 81.0 n.d. 89.0 n.d. 82.2 
Alloyers, rolling mills, and foundries. n.d. n.d. n.d. n.a. | 100.0 n.d. 92.8 n.a.:| 79.6 n.d. 82.8 n.a. | 104.0 
Paints and varnishes................- 109.8 | 108.8 | 113.8 | 100.1 | 100.0} 90.7 91.1 90.0 | 85.9] 76.5 70.8} 70.6 76.5 
Paper andipulps2 ca cce -. some se ess oe 94.2 | 101.1 | 106.7 | 104.2 | 100.0 94.6 92.6 91.7 87.6 82.7 87.4 85.3 85.6 
BER terre ttc edie vas eae oe n.a. | 100.3 | 104.1 | 101.8 | 100.0 94.7 93.3 93.4 89.2 83.6 89.5 87.2 87.3 
Pulps.. cess: beeen eee ee nee eee ee ees n.a. | 120.2 | 119.0 | 119.7 | 100.0 93.7 89.6 83.8 80.5 Cit fe! 77.0. 16.3 17.6 
Petroleum refining.................-. n.a n.a. | 108.6 | 104.5 | 100.0 | 91.7] 86.4] 81.6] 76.4] 69.9] 69.0] 64.1] 60.3 
Planing-mill products................ n.d n.d. n.d. n.a. | 100.0 na.| 85.3 na. | 83.4 na.| 81.5 na. | 78.9 
EBV Onl aera s - ch claps acta Matern deters 135.9 | 141.3 | 127.2 | 113.7 | 100.0 87.3 79.4 Mod 67.7 62.1 60.7 46.8 45.7 
Rubber products.................... n.d. n.d. n.a.| 99.0] 100.0} 91.8] 92.8] 95.1] 93.1] 91.8] 86.0} 87.7] 78.2 
Rubber tires and inner tubes........ na.| na.| na. | 102.9 | 100.0} 92.1] 88.5] 88.3| 86.6] 79.4] 76.9] 77.6] 71.9 
Other rubber goods................. na.| na.| na.} 96.6] 100.0] 91.6] 96.2 | 100.2] 98.2] 101.8) 93.3] 95.8] 83.1 
Silk and rayon goods....... Be SE n.d. n.d. n.a. | 118.8 | 100.0 | 87.9] 73.8] 73.7] 65.9] 52.0) 47.1] 55.2) 49.7 
Slaughtering and meat packing....... -| 96.9 | 96.0] 101.2 | 102.1 | 100.0] 94.0] 88.8] 86.2] 82.2] 81.7] 91.6] 89.2] 88.9 
Tobacco products................... 103.4 | 104.5 | 104.5 | 100.7 | 100.0] 94.4] 89.7] 90.8] 86.3] 74.1] 71.0] 65.2] 69.2 
OS Bron an 13938 cee pusacoQecTdr Ae 107.7 | 103.2 | 101.5.| 100.0 | 100.0 | 92.8] 87.1] 86.1] 83.0} 69.7] 62.6} 57.9} 63.8 
Cigarettes ee ee serene been ee ees 109.7 | 112.2 | 108.9 | 100.0 | 100.0 97.2 95.9 | 102.8 88.6 79.8 96.4 87.6 85.2 
Chewing and smoking tobacco and 
ANU, acces Oe ts a eee 85.7] 98.8 | 108.8 | 104.3 | 100.0] 98.2 | 94.3] 101.5 | 97.8] 88.8] 96.8| 85.5] 82.3 
Woolen and worsted goods.......... 107.4 | 100.2 na.| 97.7 |100.0| 90.4] 96.2| 97.7] 99.4] 95.1 | 86.3] 82.2] 78.0 


Note: Data in this table have been compiled from the material prepared by the United States Bureau‘of Labor Statistics; sources include 

“Productivity and Unit Labor Cost in Selected Manufacturing Industries: 1919-1940,” February, 1942, and a comparable study published 

in April, 1944, covering the years 1939-1943. The various indexes were rebased on 1939, where necessary, by Tun ConrERENCE Boarp. 
4Output per wage earner. 21919-1939 output per wage earner. 31923-1935 index numbers, 1929 =100. 


sally adopted as the key measure of 
change in productivity. In some instances 
this rise is held attributable primarily to 
labor’s efforts, with ap attendant claim 
that labor has a prior lien unon the re- 
sulting increment. It is unfortunate in 
this connection that output is most com- 
monly related to the single independent 
variable of man hours rather than to a 


combination of two or more variables, in- 
cluding capital invested and horsepower.’ 
One such measure, by way of illustra- 
tion, might be output per man hour per 
dollar of capital invested. 
In explanation of Britain’s relatively 
, ‘ : : 
mnetie FRfchard Fen git py ceeats “Bonen 


ment in Manufacturing, 1899-1939,” in The Ee y 
Journal, London, June-September issue, 1944. mes 


low position in the productivity scale, The 
Economist places its emphasis directly 
upon capital invested. It dismisses size, 
natural resources, transport facilities, cli- 
mate and racial characteristics, and even 
the prevailing system of government. The 
direct answer given for the question as to 
why “the average British industrial work- 
er produces only about half as much in 
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PRODUCTIVITY IN SELECTED MANUFACTURING INDUSTRIES, 1919-1943—Continued 


Output per Man Hour; Index Numbers: 1939=100 


Agricultural implements.............. 
(Boots and shoes... 0.25 ¢-sa5hra. as = a acket 
Bread and other bakery products... .. 
Biscuit and crackers!............... 
Other bakery products!............. 
Cane-sugar refining.................. 
Canning and preserving.............. 
Canned and preserved fruits and 
VERELADIES cor Alt etia «cae ee 
Canned and cured fish*............. 


Clay products (other than pottery) and 
nonclay refractories................ 
WUOKOHES. wait. <aaki hie ss Soksloetanns eee ots 
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Lumber and timber products.......... 
Motor vehicles, bodies, and parts...... 
Newspaper and periodical printing and 
publishing... Ren ele: ere we 
Nonferrous metals................... 
Primary smelters and refineries. .... 
Secondary smelters and refineries. . . 
Alloyers, rolling mills, and foundries. 
Paints and varnishes................. 
PACT AN PUP opi uclas > <a ptuencsne ossnanlo 
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Planing-mill products................ 
LES Rene RN RgnornnS ae 2 
uber products... 2.0. ences. eee 
Rubber tires and inner tubes........ 
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OTA ee ees neo ae Se 
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Chewing and smoking tobacco and 


os 
1929 1928 1927 1926 1925 1924 st ele 1921 1920 1919 
65.3 60.7 | 62.5 66.4 | 52.9] 58.6 50.1 31.5 54.7 Ste n.d 
WET 77.6 73.9 | 68.5 62.8 63.9 62.9 | 67.1 63.2 66.6 64.3 
89.8 95.6 97.5 99.4 94.5 95.1 87.5 n.d. n.d. n.a n.d 
75.9 74.8 71.9 72.5 68.4 67.0 | 60.2 n.d. n.d n.d n.a 
116.8 | 125.9 | 130.3 | 132.9 | 126.2 | 127.8 | 118.2 n.d. n.a n.a na 
79.8 82.9 80.8 86.9 84.0 | 75.3 66.5 66.5 52.2 55.0 50.8 
68.7 72.5 67.6 71.3 69.0 | 72.4 65.9 n.d. 53.0 n.d. 53.8 
95.5 | 104.7 96.0 | 106.3 OF Bui P1082 93.3 n.d 73.3 n.a 74.7 
119.6 98.8 | 104.7 85.9 | 117.0 | 116.6 | 112.8 n.a. | 106.9 n.a. | 121.1 
OG 67.8 | 64.7] 62.1 61.7 | 56.9 55.6 56.5 51.2 44.5 43.2 
esa 65.9 64.2 61.1 51.2 45.9 46.9 43.5 43.5 49.6 29.9 
88.0 90.5 85.8 | 82.9 82.1 76.1 80.3 73.5 70.5 71.6 70.2 
93.8 96.9 87.5 91.0 83.3 82.7 79.7 69.6 60.3 52.4 50.4 
105.9 81-5 97.2 | 106.6 91.8 | 107.4 | 110.5 72.9 19.4 82.7 ase 
92.3 99.4 86.3 89.1 82.3 80.2 76.9} 69.2 58.4 50.0 48.5 
53.8 53,1 54.0 52.2 47.7 n.d. n.d. n.a n.d. n.d. n.d. 
68.4 65.5 60.9 62.9 65.9 65.2 65.0 65.0 56.7 61.3 58.2 
60.5 n.d. 56.7 n.d. 58.9 n.d. 55.7 1.d. 54.4 n.d. 66.1 
82.1 n.d. 76.4 n.d. 74.9 n.d. 81.5 n.d. 69.5 n.d. 61.1 
74.1 fey 70.6 65.3 66.7 73.3 65.2} 49.1 58.0 42.7) 51.3 
87.0 81.4 Gb 75.9 12-0) 71.5 66.2 64.4 62.8 51.2 55.9 
94.1 89.7 87.6 86.3 84.3 81.2 72.3 71.5 69.7 56.6 68.4 
55.0 | 58.8 58.3 55.8 | 50.7] 48.4 47.3 | 48.3 38.0 $7.5 32.6 
100.0 n.d. 92.5 n.d. 86.4 n.d. 88.6 n.d. n.a. n.d. n.d. 
100.0 n.d. 90.1 n.d. 80.1 n.a 79.6 n.d. n.a n.d. n.a 
74.9 81.3 82.2 74.4 62.2 n.a 61.3 n.d. n.a n.d. n.d 
79.2 n.d. 90.7 n.d. 86.9 n.a n.a n.d. n.a. n.d n.a 
54.6 50.3 50.2 46.9 46.0 40.3 42.1 42.0 41.5 42.8 39.7 
73.0) 72.5 64.3 63.5 61.7 54.3 53.5 55.8 43.3 47.4 37.3 
105.5 92.5 80.4 82.0) 77.5 62.0 67.7 64.7 55.1 59.7 | 43.5 
108.6 | 106.8 93.2 94.0 90.2 76.2 84.6 88.9 63.8 82.8 69.1 
61.3 n.d. 58.0 n.d. 59.6 n.d. 53.6 n.d 52.4 n.a. 46.0 
65.9 68.2 66.9 | 62.8} 61.2 62.5 62.3 §8.8 | 57.8] 44.6 47.0 
82.4 78.2 79.4 76.4 76.5 sk: 71.4 67.5 84.4 75.6 79.0 
84.2 70.6 66.8 66.1 62.5 59.6 58.8 51.5 47.8 39.1 35.9 
aS: 78.6 15.7 97.5 69.0 65.0 | 63.2 59.4 51.8 51.9 43.8 
91.0 n.d. 71.0 n.d. 70.8 n.a. 59.5 n.a 42.0 n.d. 37.9 
89.5 83.9 80.5 76.4 71.4 65.4 58.9 51.0 54.8 42.7 45.7 
85.0 n.a. 99.3 n.d. 86.2 n.d. 78.0 na. 54.3 n.a. 68.2 
92.9 n.d. 67.6 n.d. 70.6 n.d. 59.9 n.a 38.3 n.a 35.1 
bog WOR 67.1 59.0 | 63.6 62.8 65.1 67.1 57.2 46.7 53.0 
74.5 74.2 70.4 66.6 65.2 3 ws 59.8 56.1 47.7 AT .3 45.0 
76.8 77.5 14.5 70.3 69.9 65.7 63.9 59.1 49.5 48.5 45.8 
64.1 60.4 54.8 51.7 | 47.8] 46.6 44.1 43.9 89.7>| “41:3 41.4 
LET [SIO 49.2 46.1 48.2] 43.7] 36.9 n.d. 29.1 n.a. 25.5 
86.7 n.d. 75.2 n.a. 80.6 n.a. 76.1 n.d. 88.3 n.d. 63.2 
30.4 30.7 28.3 32.7 25.4 93.4 23 4 n.d. n.d. n.d. n.d. 
64.1 64.3 63.3 n.a. 54.9 n.d. 50.1 n.d. 44.9 n.d n.d 
50.5 50.3 44.9 40.9 | 39.5 34.7 30.2 26.8 23.5 n.a n.a 
78.4 78.9 82.9 n.d. Tie n.d. 75.1 n.d. 78.8 n.d. n.d. 
43.3 41.0| 39.6 37.00) Savulese.o 21 Ls | Se BR 25.4 18.3 27.1 
79.1 79.7 19.7 81.1 77.9 79.4 74.0 76.0 71.8 62.1 58.8 
61.8 55.3 54.2 55.2 51.6 50.1 47.7 45.6 43.4] 43.9 42.1 
55.2 50.6 49.1 50.3 47.6 47.5 45.4] 44.7] 43.9 50.2] 45.0 
78.8 60.8 | 60.9 63.7 54.1 47.9 43.2} 34.7] 30.4 22.6 24.3 
82.0 75.11 _ 75.8 73.2 ite 66.1 65.0] 68.3 63.9 65.9 | 68.0 
70.8 73.0 72.5 73.9 73.6 68.3 | 66.9| 64.5 64.2 68.8 | 62.9 


Note: Data in this,table have been compiled from the material prepared by the United States Bureau of Labor Statistics; sources include 
“Productivity and Pnit Labor Cost in Selected Manufacturing Industries: 1919-1940,” February, 1942, and a comparable study published 
in April, 1944, covering the years 1939-1943. The various indexes were rebased on 1939, where necessary, by Tae Conrerence Boarp. 


1Output per wage earner. 


an hour’s work as the average American 
worker” lies in the underlying volume of 
capital provided. 


“The American worker produces more 
in an hour because he has more mechan- 
ical equipment to assist him. It is 
strange that this simple truth is not 
more widely recognized . . . The formu- 
la ‘horsepower per head=wealth per 


21919-1939 output per wage earner. 


head’ may not be strictly accurate. But 
it is a most enlightening first approxi- 
mation. . . . By far the most important 
reason why industrial productivity in 
Great Britain is so far below that of the 
United States is that each British pair 
of hands is assisted by a much smaller 
volume of mechanical equipment. And 
much the most important way by which 
the rate of increase of productivity can 


31923-1935 index numbers, 1929 =100. 


be speeded up is by increasing as rap- 
idly as may be the amount of horsepow- 
er per head.” 


Similar emphasis on the provision of 
capital equipment was recently apparent 
in the statement of reconversion policy 
put forward by the General Electric Com- 
pany, in its “Blueprint for Action.” 
Charles E. Wilson, President of General 
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Electric Company, indicated that exten- 
sive surveys have been prepared on “poor” 
businesses, which, lacking modern equip- 
ment, “are the ones that pay the lowest 
wages, produce the least income on in- 
vestment and cause the most trouble for 
our economy.” By way of illustration the 
“Blueprint” held that modernization of 
equipment on terms which can be ac- 
cepted by such businesses as laundries 
and dairy products manufacturers would 
provide a market relatively untouched in 
the past.* 


AVAILABILITY OF MEASURES 

An analysis of productivity is limited, 
mainly by the dearth, until recent years, 
of first-hand attempts to measure the 
productive efficiency of all phases of our 
economy. In specific instances where the 
relationship of labor input to the volume 
of output has been studied, the problem 
of interpretation of the resulting measures 
remains largely qualitative rather than 
quantitative. Even assuming that all the 
various sectors of productive activity 
were to provide quantitative measures of 
the amount of labor required to produce 
a unit of their product or service, little 
‘or no light would be thrown on the rea- 
sons for the differences between industries, 
or between different time periods in the 
same industry. 

In theory, an increase in output per man 
hour may be accomplished by one, or any 
combination of three methods: intensified 
effort or increased skill of labor, improved 
internal organization and practices, and 
capital additions and improvements. 
Changes in productivity are also influ- 
enced by. cyclical trends in business ac- 
tivity as a whole and by specific short- 
term alterations within individual indus- 
try groups. Thus statements made with 
reference to productivity changes within 
a given industry classification are merely 
attempts to throw light upon the predom- 
inant experience of that sector. Such 
changes, however, also reflect the inter- 
play of forces throughout the economy of 
which they are a part. 


MEASUREMENT LIMITATIONS 

Comparison of peacetime and wartime 
productivity encounters various qualita- 
tive difficulties. Output per man hour is 
estimated by dividing total production by 
total man hours worked. This method 
transfers to the measures of output per 
man hour the problems encountered in 
measuring the course of production on a 


In subsequent analyses, the Board plans to direct its 
attention to the relative position of f the major industry 
groups as regards provision of capital Ia. eg regional 
variations in capital investment, output per man hour, 
labor costs and other related series. rrespondence from 
Board tes with reference to future topics of investi- 
gation or case studies eS intraplant shifts in productivity 
since the war began will be most gratefully received. 


continuing basis while the underlying 
composition of output is being drastically 
altered. 

In peacetime, industry classifications are 
homogeneous, at least for short periods 
of time. That is, the automobile industry 
produces automobiles. However, in war- 
time, the automobile industry produces 
munitions, including planes and parts and 
other war products grouped under this 
head. Comparison of productivity in the 
two periods actually yields independent es- 
timates for two different industries. 

Accompanying this change is the funda- 
mental difference in the character of 
goods produced. In wartime the majority 
of manufactures are standardized. They 
tend toward comparatively stable and 
simple design so that fabrication is less 
complicated. Essentially, the unit of 
product is not similar. Hence, a com- 


Chart 4: Electric Energy Generation! 
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parison of output per man hour for a prod- 
uct which by specification requires less 
effort and one which necessitates detail 
must be made with reservation. 

Furthermore, the underlying concept 
during the war of speed rather than cost 
places another restriction upon the mean- 
ing of war changes. Cost no longer holds 
the reins with respect to wartime delivery 
schedules. 


FACTORS IN WARTIME TRENDS 

Productivity has been generally affected 
by several factors which have not, how- 
ever, been equally felt in the many indus- 
try groups. More important, the fac- 
tors have counterbalanced each other, 
some tending to increase and others to 
decrease productivity. Syphoning off of 
manpower into the Armed Forces has 
reduced the proportion of skilled male la- 
bor in the working force so that less ex- 
perienced, and in some cases, marginal la- 
bor has had to be increasingly used. Ex- 
cessive turnover and absenteeism have 


hampered production, and, in turn, have 
reduced average output. Another factor 
has been the necessity for increasing hours 
of work in order to obtain maximum out- 
put, a measure which in some instances 
has been carried beyond the point of 
maximum return. 

As offsets, technological improvements 
have been speeded up in certain industries, 
wage incentives established and products 
standardized. Greater utilization of ex- 
isting capacity has in many instances 
transformed a high potential productivity 
into actual gains in output per worker. 
Industrial capacity as measured simply in 
terms of capital outlay for plant and 
equipment from the start of the war ef- 
fort in mid-1940 to the beginning of 1944 
was three and a half times that of the 
three and a half years immediately pre- 
ceding. 


MANUFACTURING 

Productivity of all manufacturing in- 
dustries combined advanced sharply since 
the early 1900’s, but during the present 
war years, it has increased more sharply 
than in any other four-year period. Never- 
theless, in several industries the long 
trend has been in the opposite direction, 
and in still other industries, the gains 
have been less impressive. 

The aggregate output of the nation’s 
factories expanded nearly fourfold from 
the turn of the century to 1939—and as a 
result of “impossible” war demands, pro- 
duction in 1943 reached a level almost 
nine times greater than 1899. Compared 
with other phases of the economy manu- 
facturing growth since 1900 has “more 
than kept pace with the growth in other 
industries.”* 

Nevertheless, the proportion of the 
working force engaged in manufacturing 
industries during the Twenties and Thir- 
ties was less than in 1920. From 1900- 
1943 the number of workers increased only 
about 150% while output gained more 
than 700%. 

Thus, factory workers were producing 
twice as much in World War II as they 
did in the first World War, with produc- 
tivity advancing 40% since 1939, the 
largest increase for any four-year period. 

However, this measure of labor produc- 
tivity tends to underestimate the actual 
change since it does not take account of 
the decline in the length of the work week, 
On a man-hour basis, production in- 
creased 800% in the four decades of the 
century. In the Forties, output per man 
hour has been stepped up almost 18%, 
bringing the long-term gain to 366%. 

While total output and output per man 

1Solomon er = me ac of ee 
Research, New York, 1940, p. 5. 
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hour were advancing, large amounts of 
capital were being added to provide the 
machinery, plant and other operating fa- 
cilities. The increase in capital invest- 
ment was about twice as rapid as the 
change in output. At the turn of the 
century, invested capital amounted to 
$9.3 billion. By 1929, the total had in- 
creased to $62.2 billion — a growth of 
600% in three decades. During the Thir- 
ties, investments were well below the 1929 
peak. Not until 1941, when war produc- 
tion was already under way, were new 
highs attained. Estimates for recent years 
are not available, but it is reasonable to 
suppose that the total has increased con- 
siderably. 


Capital outlays for new manufacturing 
plant and equipment aggregated $45 bil- 
lion from 1915 to 1940. Fully two-thirds 
was spent for equipment. Expenditures 
for machinery and plant during the war 
have been estimated at $21 billion, of 
which 92% was for industries making mu- 
nitions. 

Installation of power equipment in 
America’s factories since 1899 has in- 
creased steadily and by 1939 was up 
400%. The use of the electric motor driv- 
en by purchased energy developed more 
rapidly than prime motor installation. In 
forty years, prime motors grew from 10 
million to 21 million horsepower, while 
electric motors jumped from 178,000 to 29 
million. (See Chart 4.) 


Hidden within the productivity trends 
of all manufacturing industries combined 
are the varying movements of individual 


The 


HE ANNUAL budget message reit- 
erates the goal of sixty million post- 
war jobs, although no definite program 
is proposed. Some indication is found, 
however, in suggested areas of govern- 
ment expansion. Thus, the borrowing au- 
thority of the Farm Security Administra- 
tion is to be increased $58 million, in an- 
ticipation of the needs of returning war 
veterans and to provide adequate aid to 
small, low-income farmers. The borrowing 
authority of the Rural Electrification Ad- 
ministration will also be increased $125 
million to extend electricity to rural areas. 
A rise of $2 billion is recommended for 
the Commodity Credit Corporation. 
Further appropriations are proposed for 
the planning of public works, since “we 
must continue to stock up a shelf of 
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industries. All types of manufacturing 
have not made the same strides as noted 
in the over-all measure—some have fared 
better, some worse. 


SELECTED INDUSTRIES 

Of the industries for which data are 
available the most rapid gains in output 
per man hour from 1919 to 1939 occurred 
in chemicals, glass, iron and steel, motor 
vehicles, nonferrous metals, petroleum re- 
fining, rayon, rubber tires and tubes, cigar- 
ettes, and silk and rayon goods. The 
trend of man hours, in all these groups ex- 
cept rayon, nonferrous metals and chemi- 
cals, was on the decline, while production 
was increasing rapidly. The rayon in- 
dustry, however, increased man hours, but 
output was sufficient to cause gains in pro- 
ductivity. On the whole, these industries 
were the ones with the most rapid in- 
creases in production and with the largest 
possibilities for technological change as 
they were the young and growing indus- 
tries. 

In contrast with the new industries 
were those that were mature and which 
had fallen off in the rate of productivity 
growth, among them the clay, beehive 
coke, furniture, lumber and timber, and 
chewing and smoking tobacco and snuff 
industries. For these industries, output 
has either declined or remained fairly con- 
stant over the period, and employment has 
also generally declined. 


WARTIME TRENDS 
Sixteen of the twenty-five industries 
(subgroups considered separately) for 
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which data are available from 1939 
through 1943 increased their output per 
man hour in the four years. By 1943, pro- 
ductivity in the rayon, canned and pre- 
served fruits and vegetables, canning and 
preserving group, lumber, boots and shoes, 
and leather industries gained more than 
10% over 1939. Smaller improvements 
in output-man hour ratios occurred in 
paints and varnishes, cigarettes, cigars, 
woolen and worsted, coke, tobacco group, 
confectionery, fertilizers, cotton goods, and 
newspaper and periodical printing and pub- 
lishing. However, the peak in each of the 
industries except cigars was reached either 
in 1941 or 1942. Labor requirements per 
unit rose during 1943, bringing some of the 
industries back almost to 1939 levels. 

In contrast with these industries are the 
nine in which productivity decreased. In 
this group, flour and other grain-mill prod- 
ucts, chewing and smoking tobacco and 
snuff, canned and cured fish, and cane- 
sugar refining dropped most sharply in the 
number of units produced per man hour. 
Losses were slightly lower in cement, 
bread and other bakery products, paper 
and pulp, slaughtering and meat packing 
and nonferrous metals. Except for bak- 
ery products, all the industries had higher 
productivity rates in 1940-1942 than 
in 1939, These gains were more than off- 
set by higher labor input in the year or 
two following. 


GertrRuDE DrutscH 

Carri R. FetpMAN 

M. R. GarnssrucH 
Division of Business Statistics 
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meritorious construction and development 
projects to be undertaken as soon as man- 


about two and one-half million jobs. “We 
can get many more jobs,” he held, “by 


Table 1: War Expenditures for Fiscal Years 1941-1945' 


Source: 


Bureau of the Budget 


Billions of Dollars; Cumulative 


Expenditure 


Munitions (including ships)..................... 


War construction and war plant: 


Industrial plant and equipment............... 
Nonindustrial and military construction........ 
Total war construction and war plant............ 
Pay, subsistence, and other nonmunitions*....... 


Tital war expencuamesy cans. ose stale Wee ose 24 


Including net outlays of government corporations. 
*Revised estimate. + 


1941 1942 1943 1944 19452 

2.3 15.0 57.3 112.9 166.7 
0.8 4.9 11.6 14.2 15.5 
1.4 4.9 10.9 12.9 13.8 
2.2 9.8 22.5 27.1 29.3 
2.2 10.2 30.3 59.8 92.8 
6.7 35.0 110.1 199.8 | 288.8 


SIncluding agricultural lend-lease and other civilian war activities. 


power and material become available.” 
On this point Senator Taft recently ob- 
served that such spending would provide 


tuning up the private economic machine 
by 10%, than by the largest public works 
program anyone has conceived.” 
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TABLE 2: FUNCTIONAL DISTRIBUTION OF FEDERAL EXPENDITURES, FISCAL YEARS 1933-1946 
Sources: Treasury Department; Bureau of the Budget 
Millions of Dollars 
Defense Relief and Aid to Public Veterans’ Interest on Subtotal: 
i Work — | Agricult Works Adminis- | the Direct | ,, General Cost of | Net Lo Total 
goo hh we Relief Ag Lenin) (excel. cans) ton Dehn Government Gaverimedt ; Li ; 
OSS ae ec anear aee 679 80 13 442 863 689 516 3,343 1,268 4,611 
OSA. coca, Se creremtire soreness 531 1,871 364 549 557 757 550 5,180 2,182 7,362 
VOSS es ss es Ren are es 689 2,321 881 679 607 821 463 6,461 3,277 9,738 
TOS6 Se. . cer hE ae 900 2,337 825 685 2,351 749 572 8,419 679 9,098 
LOST Rig cows stoi ae ee 929 2,548 922 803 1,137 866 630 7,835 8la 1,754 
TOSS Fry ccctitere wire <intaple are 1,029 2,176 804 649 582 926 632 6,798 179 6,977 
1999 eee oh ae eee 1,206 2,944 1,159 872 557 941 656 8,335 26 8,361 
1940: EE Stn wtakabenteeeen 1,657 2,301 1,491 866 557 1,041 718 8,631 193 8,824 
FOG See wiinsne hangnatis aeete Jes 6,301 2,161 1,208 709 563 1,111 683 12,736 1,126 13,862 
LOA Face ais, cians, o eters ts auxcehbnde 26,011 1,709 1,141 659 556 1,260 727 32,062 1,918 33,980 
TOA Renee hae eetecaye sree rant. ae 72,109 894 1,029 535 602 1,808 769 77,746 1,859 79,604 
NO4A SO Rates Slanciste setae 87,039 614 940 425 730 2,609 878 93,235 1,894 95,129 
TOG 6s, Bakr Se ds ees 88,000 577 676 452 1,290 3,750 1,671 96,417 992 97,408 
TO4G 62 | caten frase acu inaygs yoo 69,400 583 612 327 9,705 4,500 1,466 79,593 1,112 80,706 
aExcess of credits, deduct. eEstimate. 


In order to insure full employment in 
peacetime, reduction in war demand 
should be offset, the message maintains, 
by additional demand from consumers, 
businesses, farmers, and by federal, state 
and local governments. Consumer and 
business investments must increase about 
50% above the 1939 level’ if full em- 
ployment is to be assured by private en- 
terprise. Business enterprise is to be re- 
sponsible for translating market opportu- 
nities into employment and production; 
the responsibility of government is “to 
hold open the door of opportunity and to 
assure sustained markets.” Overhauling 
the wartime tax structure to stimulate 
consumer demand and promote business 
investment is suggested as one way of at- 
tacking the employment problem. 

For the first time in seven years a de- 
cline in expenditures is anticipated by the 


IMeasured in constant prices. 


Federal Government. A drop of $17 billion 
from the peak of $97 billion in 1945 is es- 
timated for the fiscal year ending June 30, 
1946. This is partly reflected in a $5 bil- 
lion decrease in revenues to $38 billion. 
The resulting net deficit even at the lower 
level of expenditures would total $42 bil- 
lion, 
THE WAR PROGRAM 


Chiefly responsible for the decline in ex- 
penditures is the decrease in war outlays 
from $88 billion in 1945 to $69 billion in 
1946. This estimate is necessarily tenta- 
tive, depending upon the course of the 
war. Army expenditures are expected to 
reach a point $3. billion below the 1943 
level, or $39 billion. Outlays by the Navy 
will drop from $28 billion to $22 billion, 
while those of the Maritime Commission 
will drop from $4 billion to less than $2 
billion. 

Equipment and supplies 


would | still 


comprise the major portion of war expen- 
ditures. In 1945, munitions, including 
ships, will amount to $54 billion, or 61% 
of total war costs.’ This is a decline of 
$2 billion from the 1944 figure. Expendi- 
tures for pay and subsistence of the Armed 
Forces will increase to $33 billion in 1945 
from $29.5 billion in 1944, raising the 
total spent thus far to $93 billion. 

War construction and the initial equip- 
ment of our Armed Forces have been sub- 
stantially completed. Expenditures for in- 
dustrial plant and equipment are expected 
to drop to only $1.3 billion in 1945 as 
against a peak of $6.7 billion in 1943. The 
total for the war period is almost $16 bil- 
lion, as shown in Table 1. From $6 bil- 
lion in 1943 nonindustrial and military 
construction costs will drop to $0.9 bil- 
lion in 1945, making a total for the war 
period of $14 billion. 


1Estimates for 1946 will not be available until the war 
supplement to the budget is issued in the spring. 


TABLE 3: FEDERAL REVENUE BY SOURCES, FISCAL YEARS 1933-1946 
Sources: Treasury Department; Bureau of the Budget 
Millions of Dollars 


Corporation Taxes 


; Individual Social Estate and 
Fiscal Year Income x Security Gift Customs 
Tax Income | Excess-prof-| Capital Taxes! Taxes 
Tax its Tax Stock Tax Total 

1933. . 353 394 es Bene 394 34 
TOBA, isc: o.,«tgecck Pelee spear eta 420 398 3 80 481 113 
LOSE es eva cos oe eae ee 527 572 7 92 671 nore 212 
MOBO oie tee oaths uric ee ee 674 739 15 95 849 a 379 
LOBES i. Sai Race ieee tae 1,092 1,057 25 137 1,219 266 306 
JOSS. tke Rihs cre eecee . Dae 1,286 1,300 37 139 1,476 743 417 
OBO edad: Meinrint) eee aie 1,029 1,123 Q7 127 1,277 740 361 
DOM a0 ose rasa ee ee eee 982 1,121 18 133 1,272 883 360 
SOR 5's op sede oo oe ee 1,418 1,852 192 167 2,211 994 407 
1942... 8,263 3,069 1,670 282 5,021 1,270 433 
DOGS eas ts lvn 3 Sots mee rha Ee 6,630 4,521 5,146 329 9,996 1,600 447 
BAe sais 2's so Be ero ain ee 18,261 5,284 9,482 381 15,147 1,860 511 
NSAI Mere ogi cid wists 54 aioe Be 18,386 4,991 11,679 373 17,043 1,927 515 
LOAGIE Seeds Fras 15,109 4,824 11,089 350 16,263 2,166 523 


MIncludes Carriers’ ae taxes and deposits by Railroad Retirement Board on daily 


af 
arr teetreeat neludes adjustment of Internal ees collections 8 daily treasury statement 


is, nontax —_ tax refunds, and transfers to ity trust accounts. 
aUnder $500,000. timate, 
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Table 4: The Government’s Budget and the Nation’s Budget, 
Calendar Years 1939 and 1944 


Source: 


Bureau of the Budget 


Current Prices,! in Billions of Dollars 


Calendar Year 1939 


Economic Group 
Receipts 


Consumers: 

Huconie atter taxes. .c.5 s<)q546-) <0 

BOX PONGIEUTES es. kit 42s etanle gion 

PSEUED ES TN ste shia o.s tome Natoma 
Business: 

Undistributed profits and reserves. .. . 

Gross capital formation.............. 

Excess of receipts (+) or capital 

FOPMIAION i(—)icg iecse02 2 s.ied oatorres 
State and local government: 

Receipts from the public, other than 

borrowin 

Payments to the public... 

Excess of receipts (++) or payments (= . 
Federal government: - 

Receipts from the public, other than 

IBEEROW URIS Ate x cadiestars flank sch B% of 

Payments to the public. . 

Excess of receipts (++) or payments ‘= ), 
Less adjustments’. . . 5 pee eo 
Total gross national Biadatt:’ 

RECEIPES. sie iieiste ce ee delve ee 


67.3 


8.3 


8.9 
6.5 


2.4 


88.6 


1Prices in 1944 were between 25% and 30% above 1939. 


Calendar Year 1944 


Ley eet Excess (+)! Receipts 
ures 


Breen Excess (++) 
Deficit (—) res 


Deficit (—) 


61.7 nee Se 
saa «+e. | +35.8 
10.9 2.6 

+9.7 
‘9.1 jae) Le 
x: ... | +1.6 
9.3 95.01 0s. . 
Ae Fos 47.1 
24 5.9 
88.6 197.5 


*Mainly government expenditures for other than goods and services. 


Nonwar expenditures are expected to 
rise somewhat in 1946. Interest on the di- 
rect debt will reach $4.5 billion, with the 
debt up to $292 billion by the end of the 
fiscal year. The low interest-rate policy 
which has prevailed during the war period 
is expected to be continued. Veterans’ Ad- 
ministration costs of $2.7 billion will be 
more than double 1945 costs and almost 
four times 1944 costs. But “the full im- 
pact of the veterans’ program will not be 
felt until the years following demobiliza- 
tion.” A small rise is indicated for re- 
lief and work relief. Table 2 presents a 
functional breakdown of 1945 and 1946 
budget estimates as compared with actual 
expenditures since 1933. 

Outlays for public works which have 
been declining since 1939, except for the 
1945 estimate, will drop to the lowest level 
since 1930. Aid to agriculture has been 
dropping rather sharply since 1940 when 
it amounted to $1.5 billion; for 1946 the 
estimate is $0.6 billion. A decrease of 
more than $200 million is estimated for 
general government costs from the peak of 
$1.7 billion expected for 1945. 

No specific recommendations for tax 
legislation are made, except that war- 
time taxes must be maintained as long 
as large-scale war expenditures are neces- 
sary. “Retaining high taxes on the masses 
of consumers for general reduction of debt 
held by financial institutions may destroy 
purchasing power and create unemploy- 


ment. But the use of progressive taxes 
for the redemption of bonds held by mil- 
lions of individual savers may have a sta- 
bilizing influence on incomes and employ- 
ment.” 

The decrease in expenditures anticipated 
for 1946 will mean smaller incomes for in- 
dividuals and corporations. Thus the 
amount of individual income taxes col- 
lected in 1946 will drop from $18 billion 
to $15 billion. Corporation taxes will de- 
crease less than $1 billion, of which $0.6 
billion is accounted for by excess-profits 
taxes. 

Estate and gift taxes, excise taxes, and 
customs are estimated to remain at ap- 
proximately the current level. Social Se- 
curity taxes, however, will increase over 
$200 million to total $2.2 billion in 1946. 


BORROWING REQUIREMENTS 


An estimated $42 billion will be bor- 
rowed during the 1946 fiscal year, necessi- 
tating a further increase in the $260 bil- 
lion debt limit. Federal trust funds will 
invest $5 billion in government securities. 
The $42 billion estimate assumes that the 
general fund balance will be reduced $2 
billion as against $5 billion in 1945. The 
retirement of guaranteed securities held 
by government corporations is expected 
to be completed by the end of the present 
fiscal year. 

Lucmiz B. Lockerts 
Division of Business Statistics 


Working Capital in 
Manufacturing 


HE DOWNWARD trend of current 

ratios in war industries appears to 
have come to a halt at or about the end 
of 1943, and to have turned moderately 
upward during the first half of 1944, so 
far, at least, as may be determined from 
SEC data covering 404 of the larger man- 
ufacturing corporations heavily engaged in 
war production. Most of these ratios had 
declined drastically by the end of 1942. 
A further but relatively moderate decline 
was the rule during the ensuing year.. By 
June, 1944, practically all of them were 
higher than six months earlier. 

Holdings of cash and governments con- 
tinued to increase. Inventories and re- 
ceivables from government, both of which 
were still on the increase, according to 
1943 year-end figures, turned downward 
during the first half of 1944. Trade re- 
ceivables, which have throughout the war 
period shown a downward trend, con- 
tinued downward. 

On the liabilities side, bank loans con- 
tinued to increase, as did advances and 
prepayments by government. Larger fed- 
eral income-tax reserves probably reflect 
higher rates effective at the beginning of 
1944. Trade payables and renegotiation 
provisions were lower at mid-year. 


INDUSTRY VARIATIONS 


By contrast, nonwar industries as re- 
ported by the SEC showed increases in 
trade receivables, inventories and receiv- 
ables from government. Bank loans and 
tax accruals increased as in the case of 
war industries. In general, however, cur- 
rent ratios improved during the half-year. 

Among the industries separately shown 
general declines in the ratios are found 
only in the beverages and rubber prod- 
ucts industries. A considerable variation 
is, however, to be observed among the in- 
dustries as regards details. Food and 
related industries report a moderate rise 
in inventories, as do chemicals and allied 
products manufacturers, oil refiners, and 
certain other groups. Others, as for ex- 
ample the iron and steel companies, man- 
ufacturers of automobiles and trucks, non- 
ferrous métal concerns, aircraft and 
equipment makers, reported declines. 

Without exception, holdings of govern- 
ment obligations were higher. Chemicals 
and allied products, oil refining, building 
equipment, iron and steel, automobile and 


See The Business Record, June, 1944, p. 138, and SEC 
Statistical Series Release, No. 739 and supplementary tables. 
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CURRENT ASSETS AND LIABILITIES OF 818 MANUFACTURING CORPORATIONS, 1939-1944 
Source: Securities and Exchange Commission 
Millions of Dollars 


404 Manufacturing 414 Manufacturing 286 Manufacturing 469 Manufacturing 63 Manufacturing 
818 Manufacturing Corporations Corporations Corporations Corporations Corporations 
Seed In War Industries! In Nonwar Industries? we under With Assets from $5 With Assets of $100 


illion’ Million to $100 Million Million and Over? 


June, June, June, 
1944 1943 1939 1944 1943 1939 1944 1943 19389 


1943 1939 


Current assets 
C 


PS SARL ean. Pe eee 5,572 | 5,448 | 2,835 210 200 64 |] 2,355 | 2,282 947 | 3,007 | 2,966 | 1,824 
U.S. Governments........... 6,025 | 5,005 536 181 159 7} 2,188 | 1,864 171 | 3,706 | 2,982 858 
Receivables from U.S......... 8,523 | 3,741 24 58 53 1] 1,887 | 1,528 19 | 2,078 | 2,160 4 
Other receivables............. 2,769 | 2,865 | 2,277 134 140 86 | 1,262 | 1,301 929 | 1,873 | 1,424] 1,262 
Inventories. $s... -20eo wer oe 8,821 | 8,946 | 5,140 805 805 143 | 3,463 | 3,440 | 1,874 ] 5,053 | 5,201 | 3,128 
Other current assets.......... 298 255 294 19 11 tf 184 108 21 145 136 1 

Total current assets......... 27,008 | 26,260 | 11,106 907 868 308 | 10,739 | 10,523 | 4,061 | 15,362 | 14,869 | 6,737 


Current liabilities 


Notes payable to banks....... 105 89 18 682 642 181 418 257 42 
U.S. advances, ete........... ores 24 33 Bae 768 705 22 | 1,039 991 13 
Other payables............+++ 76 84 33 923 | 1,073 315 | 1,569 | 1,733 613 
U. S. Income tax accruals..... 233 ed 12 | 2,417 seh 136 ttt i 222 
Renegotiation provisions...... aa ae 31 3. bs 304 aa aoe 
ihe carrer jabilities........ 69 71 25 750 749 300 | 1,197 | 1,130 632 


Total current liabilities. ..... 13,902 | 13,826 | 2,514 
13,106 | 12,434 | 8,592 
1.94 1.90} 4,42 
2.55 | 2.46] 5.01 
0.73 | 0.60] 1.40 
2.12} 1.97] 9.11 


Net working capital............ 
Current assets per dollar of cur- 
rent liabilities................ 
Ratio current assets to current 
liabilities (adjusted)*......... 
Ratio cash and governments to 
current liabilities (adjusted)§.. 
Cash and governments per dollar, 
of Federal income tax accruals. 
Receivables from U. S. Govern- 
ment per dollar advances by 
U. S. Government............ 
Other receivables per dollar of 
other payables............... 


1.92 | 2.16] 0.69 
1.08 | 0.99 | 2.37 


7.50 
1.46 


6.87 
1.44 


1.761 1.671 2.61] 1.371 1.211 2.95] 0.881 0.82! 2.06 


Food and Related 


Industries Tobacco | Beverages Textile and Apparel ing aw eorgg a ne Price 
74 Companies 18 Companies 38 Companies 50 Companies 88 Companies 66 Companies 


June 


, , June, 
1944 1943 1939 1943 1939 1944 1948 1989 
Current assets 

ee POE Sr On 42 41 27 26 386 405 277 

U. S. Governments... . ll 1l 15 1 28 ae 401 350 w 
Receivables from U. S.. 14 6 ao Ana 2 Fe 60 58 4 
Other receivables. aie 50 52 81 72 226 234 174 
Tin Ventociem) =< oils «eet olaiply:« 8 mie 553 569 383 157 565 528 322 
Other current assets 6 4 6 2 18 17 41 


676 683 462 


Current liabilities 


Notes payable to banks....... 88 80 ll 7 17 13 
Peg: ae ids rer coisa ide ase 28 84 

er payables... 6.52 -cssees 12 18 5 96 105 54 
U.S. Tacoma tax accruals..... 


Renegotiation provisions...... 
Other current isbilitics MARR 


Net working capital............ 
Current assets per dollar of cur- 
rent liabilities................ 


1,076 
2.78 | 2.74] 4.90 
4.66) 4.59] 5.85 
0.76) 0.73] 1.61 
1.72 | 1.69] 7.63 


962 901 666 
2.39 | 2.30] 4.78 
4.56} 4.12] 5.93 
1.34] 1.22} 1.93 
1.86 | 1.88] °7.34 


liabilities (adjusted)*......... 
Ratio cash and governments to 
current liabilities (adjusted)5.. 
Cash and governments per dollar 
of Federal income tax accruals. 
Receivables from U. S. Govern- 
ment per dollar advances by 
U. S. Government............ 


13.20 | 14.50 2.14] 1.71 <u 


other payables............... 1.81 2.08 2.71 4.17 2.89 6.20 : ‘ 2.32 2.36 2.42 2.35 2.23 3.22 
Includes chemicals and allied products, rubber i iron and steel, nonferrous %Companies were classified by asset size as of the end of 1941. 
, electrical —- and equipment, industrial, agricultural and office machinery, ‘With accrued federal income taxes eliminated from current liabilities and an equiva- 
automobiles and trucks, automobile parts and accessories, aircraft and aircraft equip- lent amount deducted from current assets. , 
ment, and other transportation equipment. id ‘After cash and governments in the amount of federal income tax accruals have been 
*Includes food and related industries, tobacco, beverages, textiles and apparel, aper earmarked for tax payment, and accrued federal income taxes eliminated from current 
and allied products, oil refining, leather and products, stone, clay, and other building liabilities. 
materials, building equipment, and miscellaneous manufacturing. aFederal income tax accruals exceed holdings of cash and governments. 
truck industries, and makers of automo- In those industries where receivables truck machinery, electrical supplies and 


bile parts and accessories reported declines from government are an important part equipment, oil refining, automobile parts 
in cash holdings, and in these cases the re- of their current assets, such as aircraft and accessories, a decline during the first 
ductions were not very large. and aircraft equipment, automobile and half of 1944 is the rule, to which, however, 
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CURRENT ASSETS AND LIABILITIES OF 818 MANUFACTURING CORPORATIONS, 1939-1944—Continued 
Source: Securities and Exchange Commission 
Millions of Dollars 


Stone, Clay and Other r 


Oil Refining Rubber Products Leather and Products di ‘ Buildin, i t Tro: d Steel 
29 Companies 11 Companies 18 Companies Building Materials 15 ss 51 pe 
June, June, June June, June. 


» June , 
1944 1943 1939 1944 1943 1939 1944, 1943 1939 1944 1943 1939 1944 1943 1939 1944 1943 1939 


UML win Dis otha 9:4 5 p58: 6 a:0: 056:6.0 >' 566 593 528 69 91 57 41 41 29 69 68 49 74 76 41 594 609 348 
UW: Ss. Governments........... 12 532 102 207 143 as 87 36 1 79 17 ll 100 80 8 813 590 2 
Receivables from U.S......... 340 880 128 123 noe 7 5 9 7 11 15 193 210 4 
seni receivables. ~ 362 3879 $11 123 119 90 25 26 35 50 51 40 45 49 87 246 256 253 

ventories...... 802 778 7156 245 @41 165 63 61 61 64 68 56 97 100 84 768 868 691 
Other current assets. . 26 20 40 4 8 3 1 il k 4 3 5 1 1 1 6 8 23 

Total current assets......... 2,808 | 2,682 | 1,737 776 725 8315 174 170 126 275 274 161 828 321 171 | 2,620 | 2,636 | 1,321 

——. ae ae 

otes payable to banks....... 28 17 10 40 8 4 2 1 2 1 1 2 18 63 24 ll 
U.S. advances, etc........... 46 48 ae 76 67 mars en 1 1 Aes aus im 2 Ate 6 38 
Other tobe SPOON Ts cals erty S 436 466 210 69 65 34 8 8 6 18 19 11 20 27 10 271 810 131 
U.S. ncome tax accruals aietarela 364 8317 | 37 230 205 8 24 25 3 87 42 6 68 66 4 438 479 32 
Renegotiation provisions. ..... 33 oe =. ae 1 meee oes mele ao aa one A 9 8 sig 16 13 eae 
Other current habilities Pgme seats 193 175 123 82 34 23 6 7 7 17 18 ll 22 23 16 285 270 144 

Total current liabilities. ..... 1,067 | 1,023 380 447 375 69 40 41 18 74 81 30 182 132 $1 | 1,073 | 1,102 318 

Net working capital............ 1,741 | 1,659 | 1,357 329 350 246 134 129 108 201 193 181 196 189 140 | 1,547 | 1,434 |] 1,003 
Current assets per dollar of cur- 

rent liabilities................ 2.63 | 2.62) 4.57] 1.74] 1.93 | 4.57] 4.35] 4.15] 7.00] 3.72] 3.38 |°5.37] 2.48 | 2.43] 5.52] 2.44] 2.30] 4.15 
Ratio. current assets to current 

liabilities (adjusted)*......... 3.48 | 3.35] 4.96] 2.52) 3.06] 5.03 | 9.38) 9.06] 8.20] 6.43) 5.95| 6.46] 4.06] 3.86) 6.19 | 3.44] 3.30] 4.51 


Ratio cash and governments to 

current liabilities (adjusted)®..) 1.30] 1.14] 1.73] 0.21] 0.17] 0.80] 3.38] 3.25] 1.80] 3.00] 2.64] 2.25] 1.66] 1.36] 1.67] 1.53] 1.16] 1.11 
Cash and governments per dollar 

of Federal income tax accruals.) 3.51] 3.55] 17.03] 1.20] 1.14 | 7.13] 3.25] 3.08] 10.00] 4.00] 3.45] 10.00] 2.56] 2.36] 12.25] 3.21 | 2.50] 10.94 
Receivables from U. S. Govern- 

ment per dollar advances by 


U. S. Government............ Gey 1.92 aoe 1.68 | 1.84 Eo wes ae ue 9.00 | 7.00 ee wag ae es so. | 35.00 
Other receivables per dollar of 
other payables............... 0.83 | 0.81 1.481 1.781 1.831 2.651 3.13 | 3.25] 5.831 2.78 | 2.68] 3.64] 2.25| 1.81] 3.701 0.91] 0.83 | 1.93 


Aircraft and 
Equipment 
25 Companies 


Electrical Supplies and 


if eemwesn 
46 Companies 


Machinery and 
Equipment 
100 Companies 


Automobile Parts and 
Accessories 
61 Companies 


Automobiles and 
Trucks 
19 Companies 


Nonferrous Metals 
82 Companies 


June, June, Juae, 
1943 1939 1943 1939 1943 1944 1943 1939 1944 1943 1939 1944 1943 1939 
217 198 146 827 294 123 538 185 530 571 264 295 314 739 654 107 
272 248 32 575 487 49 535 22 484 332 148 315 275 419 837 7 
43 52 ait 219 230 mE: 253 ays 718 761 122 187 1,095 | 1,141 9 
99 99 70 155 183 115 282 345 131 143 182 178 176 94 103 19 
242 261 217 642 641 211 761 428 745 775 344 289 $13 899 | 1,018 91 
is 6 il 42 17 35 15 32 6 2 7 18 14 87 59 2 
880 864 2,384 | 1,012 | 2,614 | 2,584 895 | 1,217 | 1,229 8,333 | 3,307 235 
Current liabilities 
Notes payable to banks....... 6 6 99 23 106 60 5 18 89 201 209 4 
U.S. advances, ete........... 25s 3 63 a 149 | 188 cap 41 39 1,132 | 1,012 34 
Other payables............... 75 73 201 48 332 873 145 103 147 410 520 22 
U, S. Income tax accruals. .... 173 | 177 589 24] 439 | 452 50} 373] 350 671 | 638 10 
Renegotiation provisions... ... 17 % 102 ae 167 167 712 92 159 256 noe 
Other current liabilities........ 59 67 151 83 193 168 78 118 117 198 191 86 
Total current liabilities. .... . 330 333 1,205 178 | 1,886 | 1,408 278 785 834 2,771 | 2,826 156 
Net working capital............ 550 531 1,179 884 | 1,228 | 1,176 617 432 895 562 481 79 
Current assets per dollar of cur- 
rent liabilities................ 2.67 2.59 1.98 5.69 1.89 1.84 3.22 1.55 1.47 1.20 1.17 1.51 
Ratio current assets to current 
liabilities (adjusted)4......... 4.50 4.40 2.91 6.42 2.30 2.23 3.71 2.05 1,82 1,27 1.22 1.54 
Ratio cash and governments to 
current liabilities (adjusted)>..| 2.01 1.72 0.79 1.19 0.61 0.47 1.59 0.58 0.49 0.26 0.16 0.71 
Cash and governments per dollar 
of Federal income tax accruals.| 2.83 2.52 1,82 8.63 2.31 2.00 8.24 1.64 1.68 1.80 1.55 1.14 
Receivables from U. S. Govern- 
ment per dollar advances by 
U. S. Government............ Foc | Me ES 4.02 4.82 4.05 2.98 3.51 0.97 1.13 0.26 
Other receivables per dollar of 
other payables............... 1.32 1.36 0.39 0.38 0.91 1.73 1.20 2.13 0.23 0.20 0.86 
Yncludes chemicals and allied products, rubber products, iron and steel, nonferrous 8Companies were classified by asset size as of the end of 1941. 2 
metals, electrical supplies and equipment, industrial, agricultural and office machinery, 4With accrued federal income taxes eliminated from current liabilities and an equiva- 
automobiles and bona automobile parts and accessories, aircraft and aircraft equip- lent amount deducted from current assets. } 
ment, and other transportation equipment. After cash and governments in the amount of federal income tax accruals have been 
2Includes food and related industries, tobacco, beverages, textiles and apparel, paper earmarked for tax payment, and accrued federal income taxes eliminated from current 
and allied products, oil refining, leather and products, stone, clay, and other building liabilities. d 
materials, building equipment, and miscellaneous manufacturing. aFederal income tax accruals exceed holdings of cash and governments. 


rubber products constitute an exception. craft, and aircraft equipment, and moder- was a decline in the case of automobile 
On the liabilities side, advances and pre- ately so in the automobile and truck man- and truck manufactures. 

payments by government are particularly ufacturing industry. In the former a defi- Freperick W. Jones 
important among manufacturers of air- nite upward trend continues, while there Division of Business Statistics 
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On the Business Front 


HE NEW YEAR opened with the 

production of consumer goods cur- 
tailed, rationing revived and reconversion 
in reverse. The tightest control of war- 
time economy yet achieved is necessitated 
by the enlarged munitions program and 
the impossibility of substantially increas- 
ing industrial output while continuing to 
draft men into the Armed Services. 


Chart 1: Steel Production, Ore and 
Scrap Consumption, and Stocks of Ore 


Sources: American Iron and Steel Institute; Bureau of 
Mines; Lake Superior Iron Ore Association 


Millions of Net Tons 
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4& STOCKS OF LAKE SUPERIOR ORE AT roti tie ERIE DOCKS 
The difficulty of increasing production 
is illustrated by the stability of the Fed- 
eral Reserve index at 232 (1935-1939= 
100) in the last three months of 1944— 
with no change even under the urgency of 
December demands. The final month’s 
rate was 3.7% less than a year earlier and 
about 4% less than in the first quarter of 
1944. The improbability of much change 
in total activity is indicated by the fore- 
cast of the Shippers’ Advisory Boards of 
an increase of only 2% in carloadings 
in the first quarter of this year over a year 
ago. The carloading forecast would in- 
dicate an industrial index of a little over 
243 for the current quarter, compared with 
a high of 247 in October and November, 
1943, and a range of 244-230 in 1944. 
Tightening of control is necessitated by 
enlargement of munitions schedule for 
1945 from $56.5 billion, as planned in Oc- 
tober, to $64.5 billion in January? This 


is an increase of about 14%, at a time 
when the total production of the country 
had become almost static in volume. This 
limitation is the result of the manpower 
situation, with nonagricultural employ- 
ment in December between 1% and 2% 
less than a year ago. 

In addition to the labor situation, indus- 
trial production in the past month has 
been handicapped by the most severe win- 
ter weather in years, both directly and 
through transportation tie-ups and de- 
celerations. 


STEEL GAINS SLIGHT 


Thus supplies of raw materials continue 
to tighten. For a time last year the 
situation in metals was easing, while tex- 
tiles, wood, and paper were replacing them 
in the list of shortages. But now metals 
are moving back to the shortage list, while 
the supplies of commodities already there 
are becoming tighter. 


Chart 2: Deliveries of Refined Copper 


to Domestic Users 
Source: Copper Institute 
Thousands of Short Tons 
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Steel ingot output in December was 1.1% 
higher than a year earlier, the first time 
in several months that it had not shown 
an unfavorable comparison, but in Jan- 
uary it is likely to be on the minus side 
again. Output in the year made an in- 
significant gain. (See Chart 1.) Scrap 
ore and fuel supplies, in addition to man- 
power, will be determining factors in the 
size of steel production in the next few 
months. A large portion of the industry 
has only two to four weeks’ supply of 
coal on hand. The ore situation, partly 


December eae i | output was $5,445 million, or 1% 
more than Novem! 


indicated in Chart 1, is a subject of con- 
troversy and is discussed on page 64. 

Production of copper, lead and zine 
metals declined in the past year,’ while dras- 
tic cuts were intentionally made in alum- 
inum and magnesium. Domestic shipments 
of copper and zinc likewise decreased, be- 
cause of reduced demand early in 1944. In 
December shipments were extraordinarily 
large, reflecting the new urgency in muni- 
tions (see Charts 2 and 3). 

Copper consumption is becoming in- 
creasingly dependent on foreign supplies, 
because of the lack of manpower at do- 
mestic mines. There is no reason to ex- 
pect imports to decline, so that this con- 
dition conserves domestic labor for fields 
where there can be no substitution. Brass- 
mill and copper-mill products are falling 
short of demand, not for any lack of un- 
wrought copper and zinc, but mainly be- 
cause of lack of labor in the mills. Lead 
shipments increased only slightly in 1944, 
but low stocks and growing demand have 
changed lead from an easy to a tight 
position. Unusually large shipments of 
nonferrous metals are expected to con- 
tinue at least through February. 


Chart 3: Slab Zinc Shipments and 
Stocks 
Source: American Zinc Institute 
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One of the most radical out: is in 
aluminum. Production of ingots and 
products was reduced in 1944, in accord 
with demand and supply, after large in- 
ventories had been accumulated, but in re- 
cent months the industry has had to dip 
into inventories in a big way. The sheet 
situation is particularly critical, with the 
result that even military requirements oth- 


1Refined copper output fell 9%; mine copper, 11%; slab 
zinc, 7%. 


(Continued on page 63) 


Industrial Production 


*Engineering News-Record—average week, 
November, 19438, to November, 1944. 


Selected Business Indicators 


Unit 


Motali(ERB)i(S)ielsn.ceow sees - 1935-39 = 100 
Manufacturing (FRB) (S)........ 1935-39 = 100 
Durable goods (FRB) (S)....... 1935-39 = 100 
‘SUSE NR SPE Sm Grians Seana wee 000 net tons 
ENYA 70) + ey EE OE, ee 000 net tons 
Copper (refined).............. net tons 
Mead (refined) 2; s.0:0 ¢< assess: net tens 
Mine (slab) essscnwcs sea eens net tons 
Glass containers.............. 000 gross 
umberunten. 6. tit. cena million bd. ft. 
Machine tools'................ 000 dollars 
Machinery (FRB)............ 1935-39 = 100 
Transportation equip.(FRB). . .|| 1935-39 = 100 
Nondurable goods (FRB) (S).. .|}| 1935-39 =100 
RO OGtON arte tae vima moans wcioae bales 
VVGa Rs dace cena ee ne heme million pounds 
RAV OF VAEM tracy: lavese,<hiere,alcveinis million pounds 
Food prod., mfd. (FRB) (S).. .|| 1935-39 = 100 
Chemicals (FRB) (S)........ 1935-39 = 100 
Newsprint, North American. . .|} short tons 
BADD eis ve tert cites elas ooeters cerns % of capacity 
IPADEr DOAN serio o.c pace elie ee % of capacity 
Boots and shoes.............. thous. of pairs 
Cigarettes (small)*............ millions 
Mining (FRB) (S)............... 1935-39 = 100 
Bituminous coal.............. 000 net tons 
PSDLHTACILE. Sec teticee eee 000 net tons 
Crude petroleum?............. 000 barrels 
Electric powert................... million kwh 
onstruction® 522s... dieses. ener 000 dollars 
Heavy engineering—Public®........ 000 dollars 
Heavy engineering—Private®....... 000 dollars 
Munitions Production......... :|| 1943=100 


WiaEEGORES: 3.0508. oso s cc cscs cs 


Distribution and Trade 
Carloadings, total*................ 
Carloadings, miscellaneous‘......... 


thousand cars 
thousand cars 


Retail trade (NICB) (S)........... 1935-39 = 100 
Department store sales (S)......... 1935-39 = 100 
Variety store sales (S)............. 1935-39 = 100 
Rural retail trade (S).............. 1929-31 = 100 
Grocery chain store sales (S)’........ 1935-39 = 100 


thous. of lines 


Commodity Prices 


All commodities (BLS)............ 1926 =100 
Raw, materials......... 0.0 sc0s0ss06. 1926=100 
Semimanufactured articles........ 1926 =100 
Manufactured products.......... 1926 =100 
arm products.22s see eee. sec cee: 1926 =100 
asda 25. strakin sa the. Paaten 1926 =100 

Sensitive industrial (NICB)!........ 1929=100 

Sensitive farm (NICB)*............ 1929=100 

Retail prices (NICB).............. 1926 =100 

Securities 

Total stock prices(Standard & Poor’s)|| 1935-39 = 100 
Rncnstrialas. 2 er Gees «Sere 1935-39 = 100 
entleonds sai tgittee cette. a cetet: 1935-39 = 100 
MUSICS slra sae fc ysistersre aie @ «.cregrs 1935-39 = 100 

Total no. shares traded N.Y. Stock Ex.|| thousands 

Corporate bond yields (Moody’s). . .|| per cent 


Financial Indicators 
Bank debits, outside New York City. 
New capital corporate issues........ 


million dollars 
000 dollars 


Refunding issues.................. 000 dollars 
Comm., industrial and agric. loans‘. .|| million dollars 
National income payments......... million dollars 


million dollars 


December 


p 232 
p 249 
p 343 
7,338 
4,999 
82,649 
46,052 
70,033 
7,667 
n.d. 
p 36,782 
428 
708 
173 
760,740 
n.d. 
49.0 
152 
313 
328,022 
84.4 

85 
e 36,000 
17,826 
py S37 
p 44,735 
p 4,570 
e 4,720 
4,492 
188,481 
19,464 
3,851 
n.d. 
7,503 


s'3e's 


S33 


737.5 
365.7 


R8BWAWAO 
_ 
So 
= 


45,490 
18,681 
114,104 
6,454 
n.d. 


Money in circulation, end of month.|} million dollars |}_ 25,307 
SAdjusted for seasonal variation 1Shipments 2Consumption, cigarette consumption measured by tax-paid withdrawals tA verage daily 4Average weekl, 


1944 1943 Percentage Change 
November, | December, | 12 Months, 
1944 to 1943 to 1943 to 
November October September December || December, | December, | 12 Months, 
1944 1944 1944 
3.7 -1.5 
248 248 246 260 +0.4 —4.2 —org 
Tr 341 345 342 365 +0.6 -6.0 -1.8 
r 1,274 7,616 7,230 7,255 +0.9 +1.1 +0.8 
4,904 5,200 4,988 5,213 41.9 —4.1 +0.6 
87,145 89,068 88,384 104,644 —5.2 =21':0 -9.0 
42,842 42,997 38,614 54,247 +7.5 -15.1 -1.5 
67,432 68,781 66,891 82,968 +3.9 -15.6 -7.3 
7,967 8,601 7,737 7,745 -3.8 -1.0 +6.7 
2,365 2,658 2,665 2,669a -11.06 -11.4e —4.7d 
r 36,277 37,516 35,889 60,861 41.4 -39.6 -57.9 
Tr 423 429 427 453 +1.2 -5.5 0.8 
rT 699 |r 703 695 763 +1.3 miles —2.2 
172 169 168 174 +0.6 0.6 2.9 
836,541 795,379 793,086 851,180 -9.1 -10.6 -9.1 
p 54.5 54.4 47.0 50.24 —-0.2b +8. 6c -0.6d 
r 48.3 |r 47.8 44.8 43.2 +1.4 +13 .4 +9.1 
153 148 146 151 0.7 +0.7 +5.3 
rT 306 306 307 365 +2.3 14,2 -15.6 
346,899 344,198 331,214 334,591 -5.4 2.0 -1.0 
91.9 92.5 88.2 82.0 8.2 +2.9 +0.4 
95 95 92 87 -10.5 -2.3 +1.1 
39,497 | 7 40,760 38,786 38,488 -8.9 -6.5 -0.3 
20,554 19,771 20,021 22,799 -13.3 -21.8 —7.2 
Tr 143 143 143 137 4.2 0 +7.2 
50,215 51,500 50,010 54,2295 -10.9 -17.5 +5.0 
r 5,088 5,603 5,443 4,996 -10.2 -8.5 +6.3 
4,747 4,740 4,766 4,360 -0.6 +8.3 +11.4 
4,416 4,358 4,348 4,475 41.7 +0.4 +5.7 
164,850 144,845 175,739 252,223 +14.3 -25.3 -39.1 
19,074 26,153 24,590 27,052 +2.0 —28.0 47.1 
6,874 5,646 4,890 8,240 —44.0 -53.3 —26.9 
Dp 109 re. AIG 110 1l7a -2.7b 6. 8¢ +13.9d 
7,401 7,479 6,998 6,718 +1.4 +11.7 +9.1 
832.7 899.3 885.3 746.5 -11.4 -1,2 +2.4 
395.1 413.4 404.0 345.3 7.4 +5.9 +2.2 
189.2 186.7 179.3 169.54 +1.3b +11.6¢ +7.4d 
r 210 194 183 165 -8.1 +17.0 +9.9 
165.0 173.0 163.0 154.7a —4.6b +6.7c +4.0d 
219.0 |r 189.5 210.7 185.7a +15.6b +17.9c +2.5d 
179.4 186.5 179.6 165.3a -3.8b +8.5¢ +7.2d 
3,772 4,088 3,992 2,586 14.8 424.2 +26.9 
p 104.4 |p 104.1 104.0 103.2 +0.3 +1.5 +0.8 
113.8 113.2 112.8 Pies +0.7 +2.2 +1.2 
94.8 94.8 94.7 93.1 0 +1.8 +1.2 
p 101.1 p 101.0 100.9 100.2 +0.1 +1.0 +0.6 
124.4 123.4 122.7 121.8 +1.0 +3.1 +0.7 
105.1 104.2 104.2 105.6 +0.7 +0.2 -1.6 
94.8 94.5 95.0 95.9 +1.7 +0.5 -0.3 
123.2 124.7 123.3 119.2 +0.2 43.5 +3.1 
100.5 100.4 100.5 100.0 +0.7 +1.2 Ap 
102.7 103.5 100.7 91.8 +1.9 +14.1 +8.7 
104.6 105.6 102.6 93.6 +1.7 +13.7 +8.1 
104.9 103.4 98.7 85.6 +8.6 +33.1 +13.8 
92.1 92.7 91.4 85.2 +0.3 +8.5 +9.6 
22,132 23,149 20,261 25,584 +72 .6 +49.3 —§.2 
3.02 3.02 3.03 3.14 -1.3 -6.1 -3.4 
40,312 38,308 36,765 40,155 +12.8 +13.3 +10.2 
22,816 130,618 29,208 14,237 -18.1 +381.2 +72 .7 
335,894 617,535 400,717 83,129 —66.0 +37.3 +250.1 
6,287 6,130 6,033 6,418 +2.7 +0.6 +3.1 
p 13,309 r 13,702 18,684 12,31la —2.9b +8.1e +10.1d 
r 25,019 24,425 23,794 20,449 +1.2 +23.8 +27.6 
5F, W. Dodge 
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7Grocery and combination chain store sales aNovember, 1943 Percentage change, October, 1944, to November, 1944 cPercentage change, 


dPercentage change, first 11 months, 1948, to first 11 months, 1944 e¢Estimated fLessthan0.05% Preliminary rRevised n.a.Not available 


Chronicle of Business 


December 
22 Civilian ries cut 1,650,000 in first 


6 WPB makes roop-PROCESSING MACHIN- 


ERY available to anyone on unrated 


quarter of 1945; OPA asks more car 
pools and tire recapping. WLB con- 
siders minimum TEXTILE industry 
wage of 55 cents an hour which may 
also be extended to other industries. 


23 Government asks closing of race 


tracks on January 3 to aid war in- 
dustry. 


26 Five canned veceraBLEs returned to 


ration list. WPB freezes deliveries of 
carded cortron yARNS for unrated 
contracts from January 15 to March 
31. WPB is to authorize increases in 
minimum wage in FOUNDRIES where 
the rise will boost war output. 


27 Leap for civilians in 1945 is to be 


60% of 1944 tonnage, says WPB. 
Byrnes orders 186 more CARGO SHIPS 
for delivery in last half of 1945. Jones 
asks diversion of all available ma- 
CHINE TOOLS to critical industries. 


order. 


7 Ickes says control will be placed on 
distribution of “special purpose” bi- 
tuminous coau. Vinson reveals he 
will not approve a MINIMUM WAGE 
RATE above 55 cents an ‘hour to cor- 
rect substandards of living. 


8 Supreme Court upholds Federal Gov- 
ernment’s ANTITRUST case against 
manufacturers of glassware-making 
machinery. President favors morato- 
rium on antitrust suits against insur- 
ance companies until March 1, 1946. 
Critical shortage of LUMBER and 
PULPWooD threatens war output in 
first half of 1945. Leap, aLtumMINUM 
and sTEEL to be temporarily short, 
says WPB. 

9 President’s budget message cuts 


scheduled WAR EXPENDITURES $19 
billion in 1946 fiscal year. FEA and 


ed by State Department and indus- 
try. Krug estimates ALUMINUM out- 
put 100 million pounds below needs 
in first quarter of 19465. 


19 First quarter meat for civilians cut 


15%. WLB_ upholds _ seniority 
ricHtTs for workers shifted in war jobs. 
Farmers ask more machinery to re- 
place drafted workers. New WPB 
policy to enforce unions’ STRIKE PEN- 
ALTIEs. Justice Department files an- 
TITRUST (cartel) suit against General 
Electric Company and_ subsidiary. 
Krug says January WHISKY HOLIDAY 
is probably last in 1945. 


21 DPC plans $37 million expansion in 


facilities for making HEAVY DUTY 
Tires for military needs. Steel mill 
operations threatened by coat short- 
age. Maritime Commission to re- 
quire lump-sum contracts on SHIPS 
built for delivery after June 30. 


FPHA promise to send 30,000 pre- 22 SFA orders 5% cut in ANTHRACITE 


29 Krug says rubber industry will have 
shortages of CARBON BLACK and RAYON 
corD in first quarter of 1945. 


30 Sor ratIONING periods lengthened. 
Director of Stabilization Vinson ap- 
proves WLB wage adjustments in 
STEEL case with night-shift bonus. 


1945 
January 


1 WPB stops civilian AMMUNITION out- 
put. More CIGARETTE TOBACCO al- 
lotted to manufacturers by WFA. Re- 
strictions on sTEEL for containers 
eased by WPB. Byrnes asks corpor- 
ATE TAX RELIEF, more liberal unem- 
ployment benefits for war workers, 
extension of Stabilization, Renegotia- 
tion and Trade Agreement Acts, more 


power for WMC. 


2 Supreme Court rules Fair Labor 
Standards Act covers PIECE-RATE 
work. Solid Fuels Administrator 
Ickes says coal-burning industries 
must depend more on stock piles. 


3 Seventy-ninth Congress opens. Her- 
shey directs reexamination of deferred 
FARM WORKERS, 18-25, for possible in- 
duction. Chairman Land of the Mar- 
itime Commission reveals further ex- 
pansion in scheduled 1945 carao sHIP- 
BUILDING. 


4 Sueer ALUMINUM shortage threatens 
B-29 output. WPB tumper controls 
tightened. Army outlines REPRICING 
policy which will relieve many war 
contractors from renegotiation. OPA 
sets maximum incentive-price  in- 
crease On LOW-END GOops. 

5 Byrnes asks cancellation of all con- 
VENTIONS after February 1, except 
those in war interest or attended by 
less than fifty persons. 


FABRICATED HOMEs to Britain soon. 
American Airlines cuts PASSENGER 
FARES 614%, effective about March 1; 
other major lines expected to follow. 
Most woou TROUSER and FLANNEL 
SHIRT output frozen for Army for 
ninety days from January 23. 


10 OPA announces interim rise of $2 to 


$5 a ton on five basic STEEL PRODUCTS. 
Vinson sets ceiling of $18 a cwt. on 
live cattle; packers get increased sub- 
sidies. Byrnes orders black-out of 
ornamental and outdoor advertising 
LIGHTING and asks 68° maximum 
TEMPERATURE in homes and _ public 
buildings. 


11 ODT rules discontinuance of ssASONAL 


TRAINS to resorts and, effective March 
1, any train whose November occu- 
pancy was less than 35%. RFC 
Chairman Jones forbids sale of sur- 
PLUS MACHINE TOOLS and other crit- 
ical equipment by RFC subsidiary 
until reexamined by Army and Navy. 


14 Vinson grants compensation to 1944 


fruit and vegetable processors for 
cost increases resulting from over- 


time and holiday wace risEs allowed 
by WLB. 


15 Byrnes asks DRAFT PRIORITIES for war 


workers to protect essential activi- 
ties. Krug orders sTREET LIGHTS 
dimmed, some others extinguished, to 
save 2 million tons of coal annually. 


16 WPB tap controls tightened. New 


list of essential activities announced 
by WMC. Army issues new rules 
barring unusual costs in cosT-PLUS 
CONTRACTS. 


17 Extension of credit for postwar FARM 


HOUSING urged by Wickard. 


18 Revised PETROLEUM AGREEMENT draft- 
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tonnage for dealers in next two 
months. Senator Murray presents 
bill for national full-employment 
planning. , 


23 Drastic new controls on price and 


production of TExTILES and cLOTH- 
ING announced by OPA and WPB, 
to insure essential civilian clothing in 
lower and medium-price range. ODT 
sets five-day partial embargo on rail 
shipments of CIVILIAN FREIGHT in 
northeastern states. Mill orders for 
steel, most copper, and aluminum 
sheet unlikely to be filled in first quar- 
ter for manufacturers holding “spot 
AUTHORIZATION.” Byrnes _ instructs 
procurement agencies to consider 
maximum EMPLOYMENT and equaliza- 
tion of output among all sections of 
the country. 


25 Full embargo on CIVILIAN FREIGHT set 


for three days on eastern seaboard. 
Krug puts restrictions, effective Feb- 
ruary 1, on assigning WAR CONTRACTS 
in critical labor areas. Britain buys 
from United States 58,000 MACHINE 
TOOLS acquired under lend-lease for 
$31.5 million; original cost was $166 
million. 


27 WPB halts production of INDUSTRIAL 


MACHINERY and equipment for post- 
war use. Federal Court rules gov- 
ernment seizure of MonTGoMERY 
Warp properties illegal. 


29 Government raises its CANNED VEGE- 


TABLE set-aside for 1945. Justice De- 
partment files “carTeL” suit against 
nine foreign diamond corporations 
and seven American stockholders. 
STAINLESS STEEL deliveries for spot- 
authorization production after Jan- 
uary 30 are banned by WPB. 
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(Continued from page 60) 
er than those for aircraft are carefully 
screened. 
COAL CRITICAL 


While most textiles, some heavy chem- 
icals, leather, lumber, and paper are in 
stringent supply because of greatly in- 
creased military demand and lagging out- 
put, the coal situation is one of the most 
important points of trouble because of its 
quick and far-reaching effects. In the 
latter part of 1944 stocks of bituminous 
coal were rising, in contrast with the rap- 
id decline of a year earlier’. In Novem- 
ber, stocks became slightly larger than a 
year earlier for the first time, but in De- 
cember production slumped to the lowest 
point of the year, markedly opposite from 
the rise in December, 1943. Subsequent 
weekly reports have not been very favor- 
able, with the result that stocks, which 
averaged forty-three days’ supply at users’ 
plants on November 30, apparently have 
been reduced to dangerously low levels. 


NO METAL FOR “SPOT”? PLAN 


The condition of raw material and of 
certain finished product supplies, together 


Chart 4: Paints, Chemicals and 
Industrial Production 
Source: Federal Reserve 
Index Numbers, 1935-1989 = 100; Seasonally Adjusted 
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closely associated with the efforts to tight- 
en control over manpower, backed by 
some “work-or-fight” or similar arrange- 
ment. Other developments of significance 
in the month include increases of $2 to 
$5 a ton in delivered prices of several steel 
products, just after increases in_ steel 
wages, averaging 8 cents an hour, mainly 
as night-shift bonuses, were made. It was 
officially explained that the two increases 


Federal Financial Statistics 


Source: Treasury Department 
Millions of Dollars 


1944 


First 6 Months of 
Fiscal Year 


Item 1943 
December 
December | November | October September 1945 1944 

Expenditures....... 8,465 7,598 7,976 7,770 7,943 47,987 46,479 
et RFC war loans. . a 155 23 57 223 451 1,575 
NW 7,503 7,401 7,479 6,998 6,718 44,152 41,864 
Other expenditures. . 962 42 464 715 1,002 3,384 3,040 
Revenues........... 5,321 2,112 1,863 5,800 5,730 19,386 19,797 
Deficit............. 3,145 5,486 6,113 1,970 2,213 28,602 26,683 
Working balance. ..... 21,473 9,040 9,227 14,355 11,532 wine 4 oe 

ene tata)... - ». 232,144 | 216,537 | 211,807 | 211,064 | 170,108 

War savings bonds 

cli tos eee 2,386 1,023 695 692 853 7,524 6,977 
Redemptions........ 359 376 395 Q7T7 201 1,899 927 


aLess than $500,000, 


with the urgency of stepping up munition 
production, led to several rulings in the 
past month—regulations on textiles point- 
ing toward increased manufacture of low- 
priced clothing; “brown-out” of lighting; 
regulations on coal movement; a cut in 
civilian truck and farm machinery pro- 
grams; and restrictions on reconversion, 
including the cutting off of first-quarter 
deliveries of steel, copper, and aluminum 
sheet on “spot authorizations.” The deci- 
sion to rearm our armies now in Europe 
before sending them to Asia indicates con- 
tinued holding of reconversion to a mini- 
mum, with the exception of possible easing 
on certain tooling operations. 

The new regulations on materials are 


1See chart on p. 24 of Dec., 1944-Jan., 1945 Business 
Record. Statement on pace that stocks of coal were larger 
than in 1943 should have read “are showing a stronger 
trend” than in 1943. 


were independent price advances being 
granted not because of new wage costs, 
but because of prior cost increases. There 
was the further explanation that deliv- 
ered prices and not base prices were in- 
creased—somewhat like the contention 
that the Little Steel formula had not been 
broken. By these two actions further ad- 
justments are expected in the trade. To 
date, the aggregate sales value has been in- 
creased much less than wage payments. 
Whether these actions will lead to wage 
and price increases in other industries is 
of much concern in business quarters. 
Another far-reaching development is the 
drought in the Southern Hemisphere, mak- 
ing the world more dependent on North 
American crops in 1945, and on the pos- 
sible recovery of European agriculture. 
Smaller civilian food supplies in this coun- 


try have already been planned, though an 
increase in acreage is expected. 

The meat situation is discussed on 
page 65. 

WAR COSTS RISE SLIGHTLY 

War costs in the first half of the fiscal 
year 1945 were approximately 5% greater 
than a year earlier, and in December 
were little changed from preceding 
months. Tapering expenditures for con- 
struction have largely offset the rise in 
maintenance of the Armed Forces. The 
rise in other costs shown in the accom- 
panying table largely reflects interest on 
the increasing debt. Revenues have de- 


creased slightly and the deficit has in- 
creased. 


Wuu1M J. Nou 
Division of Business Statistics 


Aircraft Output 
Sets Record 


HE AIRCRAFT industry climaxed 

its greatest production job in history 
by bringing the output of planes to 96,369 
in 1944, 12% above the 1943 total. (See 
Chart 1.) Total airframe weight manu- 
factured in 1944 increased 50%. With a 
sales volume reaching $19 billion,* aircraft 
manufacture became our largest industry. 

Production reached its wartime peak 
output of 9,117 planes in March, 1944, and 
thereafter the monthly total declined 
slightly, reflecting the increasing empha- 
sis on large bombers and long-range fight- 
ing planes. These types have a longer 
building cycle so that unit output neces- 
sarily tapered off. 

The production goal for 1944 called for 
109,000 planes but cutbacks in certain 
types, the introduction of larger models, 
and frequent design changes, prevented 
the attainment of the original objective. 
Unfavorable weather for flight testing dur- 
ing November and December also held 
down deliveries” 

The changing needs of the Armed 
Forces during the year brought general 
cutbacks and contract cancellations in 
some types of planes while production of 
larger models was being stepped up. Unit 
deliveries in certain categories of planes, 
including the Superfortress, Skymaster, 
Corsair Navy fighter, C-46 Commando 
and A-26 Invader, fell behind schedule. 
The average weight per plane delivered 
in 1944 was approximately 11,539 pounds, 


1Estimated from monthly munition reports of the WPB. 
*Output is reported on the basis of accepted planes, 
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Chart 1; Military Aircraft Production: 
Number and Weight 


Source: Aircraft Production Board 


NUMBER 


CHUNOREDS _OF PLANES. 


EQUAL VERTICAL DISTANCES REPRESENT 
EQUAL PERCENTAGE CHANGES 


1940 1941 1942 1943 1944 1945 


compared with 8,645' pounds in 1943, an 
increase of 33%. Total airframe weight 
was 1,112 million pounds in 1944, 

Continued emphasis on increased man- 
power utilization and improved produc- 
tion methods permitted attainment of a 
record output in 1944 with fewer workers. 
Employment in the airframe industry 
reached a peak of 924,300 workers on 
December 1, 1943. Output per worker in 
that month averaged 92.7 pounds. In 
September, 1944, 741,000 workers, or 20% 
fewer, turned out 122 pounds of airframe 
weight per worker. (See Chart 2.) 

The original production goal for 1945, 
set in October, 1944, called for 75,610 
units, but the demands of the two-front 
war necessitated the acceleration of the 
program to 78,227 planes by December. 
Because of a belief that the war in both 
the European and Pacific theaters will 
continue much longer, the WPB has again 
stepped up military requirements, to 82,- 
250 planes. This revised goal represents 
a 9% increase over the October production 
objective. Virtually all the increment is 
concentrated in Army and Navy fighters. 
In terms of airframe weight, output is 
expected to hold close to the 1.1-billion- 
pound mark reached in 1944. 

Changes in the military situation will 
undoubtedly require revisions of the pro- 
duction schedules. Rear Admiral Ramsey, 
chief of the Navy’s Bureau of Aeronau- 
tics, declares that a 30% to 40% boost in 
Navy fighter plane output might be re- 
quired in 1945 as a result of American 
progress toward Japan. The aircraft in- 
dustry must be able to maintain sufficient 
production to meet the requirements of 
the Armed Services at the time needed. 


DEVELOPMENTS IN AVIATION 


Navy 
The Navy has announced that an experi- 
mental program is now under way to de- 


velop dive bombers which will carry great- 
er bomb loads for longer distances at high- 
er speeds. It is also possible now to de- 
velop one-third more horsepower for a 
given engine than in 1940. The top speed 
of Navy carrier-based aircraft has been in- 
creased approximately 100 miles an hour 
during the past four years, and ranges 
have been nearly doubled. Jet-assisted, 
take-off devices and stronger catapults 
have enabled planes to take to the air un- 
der overload conditions thought impossiblz 
only four years ago. Anti-detonant en- 
gine systems have made available still 
higher engine power for combat emergen- 
cies. 


Chart 2: Airframe Output per Worker 
and Employment in Industry! 
Source: War Manpower Commission 
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1Includes only plants engaged in final assembly. Employ- 
ment data not exactly comparable throughout period due 
to slight variation in plants covered. Identical firms in- 
cluded from October, 1948, to date. 


The Navy now possesses a new and 
powerful search and bombing plane called 
the Privateer. This plane carries twelve 
.50-caliber guns, can stay aloft over 
twenty hours, and has a speed of more 
than 250 miles an hour. 


Army 


The Army has also been successful in 
developing bigger and longer-range planes. 
Dr. George W. Lewis, director of aeronau- 
tical research for the National Advisory 
Committee for Aeronautics, mentioned re- 
cently that the B-36 is the largest airplane 
that has been attempted in this country. 
One wind tunnel at Langley Field, Vir- 
ginia, is being devoted to this plane as 
well as to the B-35. He also placed the 
B-42 in this large-plane category. 

It is estimated that we are producing 
nearly eight times as many planes of all 
types as the Japanese, and five times as 
many as the Germans. Our jet develop- 
ment program is also moving ahead. 


Exams BasxowiTz 
Wuu1am B. Harper 
Division of Business Statistics 


Iron Ore Supply 
in Question 


HE STEEL industry may feel an iron 
ore shortage this year according to 
the War Production Board. 

Mill stock piles of ore on April 1, 1945, 
are expected to be about 5 million tons 
below April 1, 1944.* Other factors are a 
reduced cargo capacity resulting from 
manpower shortages and the discarding of 
obsolete vessels. Provision has been made, 
however, for extending draft deferments 
of men serving on Great Lakes ore vessels 
through the 1945 navigation season. 

Reduction in stock piles of iron ore at 
mills may be largely ascribed to the de- 
cline in shipments down the Great Lakes 
to slightly over 81 million tons in 1944, 
from more than 84 million tons in 1943 
and more than 95 million tons in the peak 
year of 1942. 


LOW BUT AMPLE 


The likelihood of an iron ore shortage 
in 1945 has been vigorously denied in va- 
rious trade quarters which insist that the 
reduced stocks at the mills are ample 
until the resumption of shipments in the 
spring. New and larger vessels will not 
only insure adequate transportation in 
1945, but will also ease the manpower sit- 
uation which is likely to be no worse for 
the ore-carrying industry than for any 
other. 

At a wartime rate of 100 million tons’ a 
year, Lake Superior ore reserves will be ex- 
hausted by 1954,° according to one esti- 
mate. This same authority believes that 
the cheaply mined open-pit ore of the Me- 
sabi range, which accounts for more than 
half of the current output of this region, 
will be used up within the next ten 
years at the actual rate of production. 
These estimates, however, have been 
strongly disputed in certain quarters where 
it is claimed that the reserves of high- 
grade ore have never been accurately es- 
tablished.‘ 

The possible exhaustion of these ores, 
however, has no connection with current 
decline in stocks and is unlikely to be 
felt until after the war. Nevertheless, 
such a prospect has stimulated the inter- 


1See chart on p. 60 of ore stocks and consumption as 
related to steel production. 

_ *Highest actual annual ——- was 89 million tons 
in 1948. See “United States Reserves,” by H. E. 
Hansen, The Industry Record, February, 1943. 

*Report of E. W. Davis, Director of Mines, Experiment 
Station, University of Minnesota, to the Materials Section 
of WPB, May 20, 1942. 

4B. F. Fairless in the New York Herald Tribune, Decem- 
ber 11, 1942, and F. J. Gavin, President of the Great 
Northern Railroad, The New York Times, January 11, 1943. 
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Production of Iron Ore by Districts 


Source: Bureau of Mines 
Millions of Gross Tons 
Lake Superior Total of Adiron- 
Birmingham _ | dack, Northern 
Year Total aaa New Jersey, 
Production Per (Cent Chattanooga | Southeastern 
Production of Total New York, 
Other Districts 
NOSE Ssu chs cee csicee ess 30.5 25.4 83.1 3.2 2.0 
ULSD aENe ai oes wcaxe aieie a Sisters 48.8 41.8 85.6 4.1 2.9 
OS Titec « « biscrctionstte ote al aus 42k 61.7 85.5 6.0 4.4 
ENR arches <versy sci dies vaieme «+ 28.4 21.3 74.9 4.2 2.9 
TRS, 22 RS See eee a EY Nera 41.7 80.6 5.8 4.2 
OO) ee iO EES 13.7 61.5 83.4 TM 5.1 
ROS TS ey oslo ce es sive ee 92.4 78.9 85.3 7.6 5.9 
RRC aaytiys ois 'see sis olor 105.5 91.0 86.2 8.6 5.9 
ICE a 2 ene 101.4 86.3 85.1 8.5 6.6 
Ge 9 eee 94.6 79.4 83.9 7.5 tee 


est of American steel manufacturers in 
foreign ores.’ 


SWEDISH ORE ATTRACTIVE 


Perhaps the most attractive iron-ore 
deposits outside the United States are 
found in Sweden. These deposits are ex- 
tensive, contain high-grade ores, and are 
close to the United States as compared 
with other foreign ores procurable on a 
large scale. Narvik is several hundred 
miles nearer Atlantic centers in the United 
States than is Victoria, Brazil, shipping 
port of the Minas Geraes ore fields, and 
thousands of miles nearer than Chilean 
ports, from which our principal imports of 
iron ore are shipped. 

Tron ore is found in two sections of 
Sweden. The deposits in the central sec- 
tion are scattered through several counties, 
and the remainder are in the northern dis- 
trict commonly referred to as Lapland. 
Although less extensive and producing less 
than half of the Swedish annual total, out- 
put of mines in central Sweden has in- 
creased since 1939 while that of Lapland- 
jan mines has lagged. This has resulted 
from their greater availability to the 
heavy demands of near-by steel mills and 
from their comparative proximity to Ger- 
many, the principal wartime customer. 

Laplandian ores, on the other hand, 
have been cut off from their normal out- 
let to some of the United Nations by 
the German occupation of Norway. Trans- 
portation difficulties, especially during the 
winter months when the Baltic Sea is 
frozen over, have made these ores less 
available to centers of consumption than 
the central Swedish ores. 

When. the war is over the Lapland- 
ian ores are likely to receive much atten- 
tion from American interests because of 
their proximity by rail to the Norwegian 
port of Narvik, which is open all year. 

These ore deposits are tremendous. The 


See “Sweden’s Unique Iron-Ore Position,” Foreign 
Commerce Weekly, January 6, 1945; reviewed in succeeding 
paragraphs. 


Kiruna mine, which is the largest, con- 
tains from 750 million to 2 billion metric 
tons of ore reserves. The others, the most 
notable of which is the one at Gallivare, 
total about 700 million metric tons of 
reserves. These amounts would be suf- 
ficient to keep the United States supplied 
at the present rate of domestic production 
of about 95 million tons a year for at least 
twenty years. 

Swedish mining operations are on a 
relatively small scale, with less than 10 
million metric tons of ore produced in 
the Lapland area in 1939. 

The shipping ores of central Sweden are 
largely high grade, with an iron content 
of 54% or more, while those in the north 
average more than 60%. This is about 
10% higher than the average Lake Supe- 
rior ores. Swedish ores, which are largely 
magnetite, are, moreover, unsurpassed for 
the manufacture of tool steel. 

Although foreign interests have ob- 
tained holdings of Swedish iron ores, fur- 
ther alien accessions are virtually prohib- 
ited. Iron ore properties and mining op- 
erations are controlled and largely owned 
by the government. The Lapland mines 
are largely owned by the “Trafikaktiebo- 
laget Grangesberg-Oxelosund,” commonly 
known as the Grangesberg Company or as 
the “T.G.0.” The Swedish Government 
holds a controlling interest in this com- 
pany. 

Gorvon K. Bett, Jr. 
Division of Business Statistics 


Business in Print 


“A Realistic Basis for Post-War Planning,” by 
Murray Shields, The Canner, December 16, 
1944. The economist for the Irving Trust 
Company sketches’ the character of the post- 
war markets in terms of ten “working assump- 
tions” in a reprint of an address delivered 
before the thirty-sixth annual meeting of the 
Grocery Manufacturers of America. The dis- 
cussion summarizes current thought regarding 
changes in the composition of consumer mar- 
kets and in the distributive structure. A.S. 


Meat Production 
Turning Downward 


OTAL MEAT production in 1945 

will be about 8% below the record 
1944 output, according to the United 
States Department of Agriculture. 

The trend to liquidate cattle herds which 
developed last year will continue. The 
sharp reduction in pig farrowings in 1944 
should result in a hog slaughter in 1945 
approximately 20% below that of 1944, 
and offset an anticipated increase in the 
1945 supply of beef and veal as compared 
with 1944. 

Military requirements for meat in 1945 
have increased sharply. Price Adminis- 
trator Bowles anticipates a 15% decline 
in the supply of meat for civilians during 
the first quarter of 1945 as compared with 
the corresponding period of 1944. A pro- 
gressive decline in the civilian supply of 
meat is expected in the second and third 
quarters of 1945. 

Earliest estimates of per capita civilian 
consumption in 1945 are 123 pounds 
against 143 pounds in 1944, according to 
the Department of Agriculture. The 1945 
estimate approximates the 1935-1939 aver- 
age of 125.6 pounds. However, under the 
pressure of the increased wartime civilian 
demand for meat, the reduced 1945 supply 
will aggravate the problems of controlling 
prices and assuring equitable distribution 
of meat. 


FEED SUPPLY UP 


The bumper harvest of feed grains last 
fall improved the feed supply consider- 
ably. Cattle on feed on January 1, 1945, 
numbered 5% more than a year ago. Last 
year 46% of the cattle on feed on Jan- 
uary 1 were marketed in the first three 
months, but this year this proportion is 
expected to decline to 42%. A longer fin- 
ishing period is expected to be needed this 
year, since cattle now on feed are some- 
what lighter. 

The hog-corn ratio has been rising for 
about a year, setting more favorable con- 
ditions for hog production. In an attempt 
to reverse the decline in hog production, 
the War Food Administration is calling 
for spring pig crop of 57.6 million head, 
about 3% larger than that of 1944. An 
organized effort may enable farmers to 
reach this goal despite the fact that the 
indicated number of sows to farrow in the 
spring is 7% below that of last year. Hogs 
are expected to come to market somewhat 
heavier this year since the price ceiling 
on the 270-300 pounders has been raised. 
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The distribution of meat has been fail- 
ing in various sectors for four reasons: 
(1) increasing pressures on the whole 
marketing structure imposed by price 
controls and restricted margins; (2) in- 
creasing government purchases,’ serving to 
diminish civilian supplies; (3) steadily ris- 


and a vigorous drive to enforce retail price 
ceilings, independent meat retailers in New 
York City reacted sharply. A threat on 
the part of many of the retailers to shut 
down immediately after Christmas preci- 
pitated a review of the situation by gov- 
ernment officials. This led to the Vinson 


Weekly Slaughter of Livestock at Fifteen Centers 
The National Provisioner 
Thousands of Head 


Source: 
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ing livestock prices; and (4) rationing re- 
strictions. This breakdown has become ap- 
parent primarily in the larger metropolitan 
areas on the Atlantic and Pacific coasts 
which depend largely on the interior meat- 
packing centers for supplies of dressed 
beef. Under price-ceiling limitations 
the seaboard is at a disadvantage as com- 
pared with the larger cities of the interior 
because of higher transportation and 
icing costs. New York City Market Com- 
missioner Henry Brundage estimates that 
only three-fifths of the normal wartime 
civilian consumption is currently reaching 
the city. 


CHANGES IN MARKETING 


In addition to changes in the regional 
distribution of meat, marked changes in 
marketing patterns within the larger met- 
ropolitan areas have taken place. The 
nonslaughtering wholesalers have been 
caught between constricted price margins 
and diminished supplies and many have 
been forced out of business. The move- 
ment of meat through the various distri- 
bution channels is not under direct con- 
trol, and has shifted so that a proportion- 
ately heavier volume is going through 
branch packing houses to selected retail 
trade outlets and to the hotel and restau- 
rant trade, according to the Meat Trade 
Institute. According to other sources, a 
sizable proportion of the meat sold at re- 
tail comes from “black market” sources 
that have displaced legitimate channels. 

Pressed between black market costs 


The government is now obtaining one-third of the total 
meat ‘production. 


directive addressed to the OPA and De- 
fense Supplies Corporation with changes 
in the cattle-price-stabilization plan. 


CATTLE CEILING SET 


The outstanding step in the Vinson pro- 
gram for the control of meat production is 
the establishment of an “overriding” price 
ceiling on live cattle and calves of $18 
a hundredweight.* Other steps in this pro- 
gram include raising of subsidy payments 
on choice and good beef, raising the sta- 
bilization price range, implementing the 
price-ceiling regulation, and controlling 
the proportion of good and choice cattle 
of a slaughterer’s total monthly kill. 

OPA and Defense Supplies Corporation 
are directed to issue appropriate orders 
and regulations to take effect January 29. 
Controls are based upon monthly opera- 
tions, not upon individual transactions or 
day-to-day operations. 

Opinion regarding the effectiveness is 
varied—ranging from government officials’ 
hopeful expressions to trade statements 
which are either lukewarm or skeptical. 
However, it is privately agreed that the 
effectiveness of this program, as measured 
by the control of prices and the well- 
regulated meat supply for civilians, will 
be apparent within a few weeks after it 
goes into effect. 

ABRAHAM STEIN 
Division of Business Statistics 


1The effective ceiling is $17, about the same as the going 
market. It is determined as a packer’s monthly average 
cost, with $18 per cwt. as the maximum payment allowed 
kat breseek ena purchees: a rape at 
ers’ “out o! ” costs, the subsidy pa 
on good and choice grades must be deducted (Chi 
basis). 


ents 


Record Department 
Store Sales 


N THE final quarter of 1944, retail 

stores, particularly department stores, 
experienced the heaviest holiday buying 
in history. 

Sales of all retail stores for the period 
October through December were 8% 
above the same period a year earlier, and 
the total for the year was 63% higher than 
in 1939. It was estimated that the $68.5 
billion the public spent in retail stores in 
1944 was 7% more than in 1943.7 Depart- 
ment store sales volume in the three 
months rose 15% above the similar sea- 
son of 1943. 


Chart 1: Income and Retail Sales 


Source: Department of Commerce 
Index Numbers, 1935-1939 = 100 
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Some merchants expected that the early 
holiday buying, prompted by the Army 
Overseas shipment deadline and early- 
shopping promotion, would reduce the De- 
cember volume of business. The result, 
however, was not as expected. The early 
buying start seemed to serve as an impe- 
tus to step up the volume of sales as the 
holiday drew near. During Christmas 
week department store sales were 33% 
above the same period in 1948. 


REDUCED STOCKS 


After the holiday rush, retailers found 
that their stocks of quality merchandise 
were depleted and that it was necessary 
to replace stocks with inferior grades of 
goods. The reduction in retailers’ stocks 
poses a problem for the coming year (see 
Chart 2). The curtailed output and 
smaller allotments and slow deliveries are 
hampering attempts of retailers to re- 
plenish their shelves. Increased activity 
in the European and Pacific theaters of 
war in recent months has necessitated 

1Department of Commerce estimate. 
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Chart 2: Department Store Sales and Stocks 


Source: 


Federal Reserve 


Index Numbers, 1935-1939=100; Seasonally Adjusted 
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larger government allocations of textile 
and leather supplies. 

Buyers arriving in New York to check 
up on late deliveries on last year’s orders 
and to determine what goods are available 
this year have encountered severe short- 
ages in all types of textiles, particularly 
cottons for pillow cases and bed sheets. At 
a recent meeting of the National Retail 
Dry Goods Association it was reported 
that retail merchants see little hope for 
any alleviation of the present fabric sit- 
uation. 

The government has been taking an in- 
creasing amount of woolen cloth, thereby 
shrinking the available civilian supply. De- 
liveries by garment manufacturers have 
already been slowed by piece-goods short- 
ages and delayed shipments by the mills, 
which are devoting most of their time to 
military orders. 

Retailers foresee increased scarcities of 
sheets, towels, men’s white shirts, men’s 
and women’s underwear, jewelry, hand- 
bags, gloves, silverware, leather luggage, 
work clothes, suits, overcoats, pajamas 
and other textile, leather and metal arti- 
cles. 

Higher purchasing power has made the 
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consumer quality-conscious and more se- 
lective in his buying habits. As a result, 
the volume of sales of lower-grade items 
has fallen off considerably. Total retail 
sales, however, have not risen so sharply 
as individual income after deducting per- 
sonal taxes. Since 1941, individual dis- 
posable income has increased 49%, while 
sales have increased only 23%. Discrim- 
inating consumers prefer to make last 
year’s articles do, rather than pay more 
for second-choice or inferior merchandise. 
Higher excise taxes, fewer durable goods 
and continued rationing have helped to 
curtail consumer buying, Frequent war- 
bond drives have also been instrumental 
in maintaining the margin between pur- 
chasing power and sales. (See Chart 1.) 

Many store executives believe that re- 
tail sales volume in 1945 will increase, 
providing, however, the goods are avail- 
able. Because retail sales during the war 
have not increased as markedly as income, 
postwar sales are not expected to de- 
crease as much as income. 


Enw V. Horow1rz 
Division of Business Statistics 
1Based on Department of Commerce estimates for 1944. 


Factory Inventories Declining 


HE INDEX of manufacturers’ in- 
ventories continued to decline in No- 
vember, dropping to 170.8 (1939=100), 
or 0.7% below the preceding month. Total 
durable goods went down 1.3% for the 
month, and nondurable goods showed a 
decrease amounting to less than 0.1%. 
Among the industries covered, the elec- 
trical machinery index of inventories was 
the only one to rise. Although this change 


was slight, it was a reversal of trend after 
the decline of 2.8% from September to 
October. Automobiles and equipment 
reached a low point for the year of 219.3, 
a decrease of 4.5% from October. 

The year-to-year percentage changes 
were more marked than the monthly 
changes, total inventories dropping 5% in 
twelve months, The greatest declines oc- 
curred in durable goods industries. Elec- 


trical machinery and transportation equip- 
ment, which have been on a downward 
trend, dropped 14.7% and 14.2%, re- 
spectively. Textile industry inventories 
decreased 10.4% while paper increased 
5.8% and petroleum refining 4.8%. 

Following an increase in October, the 
index of manufacturers’ shipments de- 
creased 2% in November. The greatest 
decrease was 6%, in the food industry, 
with a drop from 213 to 201. The petro- 
leum-refining industry showed a slight in- 
crease and the automobile industry 
reached its highest point for the year with 
a rise of 4% in the month. The remain- 
ing industries in the nondurable and dur- 
able groups showed decreases. 

With the large industry increases and 
decreases balancing out, the year-to-year 
change in total durable shipments was 
slight. Electrical machinery increased 
21% and _ transportation equipment 
dropped 14%. Shipments in the petro- 
leum industry, which have been rising 
during the year, were 19% above last 
year. 

Textile Mill Products 


Source: Department of Commerce 
Index Numbers, 1989 =100 
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Although it reached its highest point for 
the year, the month’s change in the index 
of manufacturers’ new orders was slight. 
The rise over the year period was 17%. 


TEXTILE SUPPLIES TIGHT 

Although textile manufacturers’ inven- 
tories are more than 10% below a year 
ago, the November index of 118.5 is 
2.5% over that of October. The series 
reached a peak of 165.1 in June, 1942; the 
lowest point recorded since January, 1941, 
was 112.5 in September, 1944. Shipments 
in November increased 3% from a year 
earlier, but the index has remained on a 
fairly constant level during the year. 

Despite continuation of labor and raw- 
material shortages and bottlenecks, new 
high records of rayon production and ship- 
ments were maintained for both war and 
essential civilian uses. Military require- 
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Manufacturers’ Orders, Shipments and Inventories 


Source: 


Department of Commerce 


Index Numbers, 1939=100 


1944 1943 Percentage Change 
Item October, | November, 
November} October |September | November oe Neen 
1944 1944 
Inventories: 00. 2s soo eset 170.8 | 172.0r 172.4 | 179.7 ait —5.0 
Durable *goodss aay iret valet oatient 194.6 | 197.1r 198.8 | 213.3 -1.3 -8.8 
Automobiles and equipment.........} 219.3 | 229.6r | 229.8] 2381.9 4.5 -5.4 
Tron and steel and products......... 124.8 | 126.38r | 127.5] 188.8 -1.2} -10.1 
Nonferrous metals and products..... 144.3 | 145.8r | 148.6] 156.7 -1.0 -7.9 
Electrical machinery............... 319.3 | 318.6 827.8 | 374.5 +.2] -14.7 
Other machinery................... 215.8 | 219.4r | 218.9 | 219.4 -1.6 -1.6 
Transportation equipment.......... 884.5 | 895.2r 907.0 | 1,031.3 —1,.2 | ~=14.2 
Nondurable goods..............++-.- 150.0 | 150.1 149.4] 150.2 Sul! wl 
Chemicals and allied products....... 154.2 | 156.8r | 159.2] 155.5 lel =f) 
Food and kindred products..........] 185.7 | 188.3r | 187.0 | 186.9 -1.4 = 6 
Paper and allied products........... 134.7 | 139.9 142.7 | 12773 8.7 +5.8 
Petroleum refining................. 109.3 | 110.97 | 109.7 | 104.3 -1.4 +4.8 
Textile-mill products............... 118.5 | 115.67 | 112.6) 182.2 +2.5 |} -10.4 
Shipments’ {steer mere 279 284r 273 270 2 +3 
Dutable goods aaah os ae 376 381r 370 374 -1 +1 
Automobiles and equipment......... 461 442r 411 402 +4 +15 
Tron and steel and products......... 226 230r 232 220 2 +3 
Nonferrous metals and products. .... 253 263r 252 267 —4 -5 
Electrical machinery............... 578 604 610 477 —4 421 
Other machinery................... 338 349r 333 357 -3 -5 
Transportation equipment.......... 1,987 | 1,997r 1,956 2,314 =l1 -14 
Nondurable: goods\..93-1.5 seer eee eae 203 208r 198 189 2 +7 
Chemicals and allied products...... . 224 229 Q17 213 9% +5 
Food and kindred products.......... 201 213r 203 189 -6 +6 
Paper and allied products........... 177 177r 169 163 0 +9 
Petroleum: refining). iene eae Q14 212r 205 180 +1 +19 
Textile-mill products............... 185 186r 182 190 -1 = 
HN ews Ordertal tees a aeir-tooecse ee 318 316r 299 272 +1 +17 
Dtitablets ita. ee MO icles 464 455r 429 392 +2 +18 
Nondurable? ; .fist eee oe. 225 226r 215 196 a +15 


Wanuary, 1989 =100 


ments in 1944 took 6% of the supply of 
rayon goods for such items as fragmenta- 
tion chutes. It was stated at a recent 
meeting of rayon producers and represen- 
tatives of the Army Air Forces that “the 
need for 600,000 additional rayon aerial 
delivery chutes was outlined for the first 
half of 1945.” Accordingly, it has been 
estimated that 14 million pounds of rayon 
will be required. If the Army’s needs are 
met, the supply of goods available for 
civilian apparel use will be lower in the 
first half of 1945. 

Commercial stocks of wool and related 
fibers reached 428 million pounds on Sep- 
tember 30, 1944, an increase of about 
10% over July 1, 1944, and over 29% 
more than April 1, 1944. Auctions of 
government-owned stock piles of foreign 
wools will be suspended in the near fu- 
ture, pending negotiations between the 
United States and Great Britain for the 
purchase by this country of quantities of 
British-owned wool now in storage here. 
The domestic wool industry will be severe- 
ly affected. Reported negotiations are 
said to be prompted by insistence of man- 
ufacturers that they must use foreign 
wools in Army contracts if the large pro- 


aLess than -.5%. 


curements are to be filled with maximum 
speed. 

The government will claim nearly all 
the worsted and woolen cloth produced in 
the United States during the first five 
months of 1945. This will mean a short- 
age of men’s and women’s clothing next 
spring and fall. Woolen-mill quotas have 
not yet been decided upon, but the in- 
dustry expects at least 60% to 70% of 
output to be ordered turned over to the 
government. Clothing manufacturers will 
have to draw on their inventories of piece 
goods, though these are not believed to be 
substantial since deliveries have been off 
about 50% since November, when the 
WPB requested nine million yards—a fig- 
ure then viewed as high. Retailers will 
have some inventories of finished gar- 
ments to fall back on, but these will fall 
short of meeting demand of the present 
size. 

During the past year military needs 
have taken 22% of cotton cloth produc- 
tion. Full manpower could have produced 
sufficient cotton yarn and yardage for 
civilian and military needs, but workers 
continued to leave textile mills to enter 
the Services and for more profitable jobs 


in heavy war industry. In the coming 
year military requirements for cotton duck 
are expected to be still higher with less- 
ened supply for civilian use. 
Manufacturers report a steady increase 
in demand for nylon yarns to meet new 
Army orders, despite the fact that nylon 
parachute cloth needs have long since 
been met. It is pointed out that about 
20 million yards of nylon insect netting 
are on contract by the Army. There is 
also a need for nylon yarns for tire cords. 
So long as these requirements continue it 
is unlikely that weavers of civilian goods 
will be able to obtain yarn supplies. 


Anita R. Kopretson 
Division of Business Statistics 


War Contracts: 
Growth, Cutbacks 


VER $12.3 billion of war contracts 
for aircraft, ships, ordnance and 
miscellaneous items were allocated in the 
five months ending November, 1944. Guns, 
ammunition, other ordnance items and 
miscellaneous supplies accounted for three- 
quarters of all awards for the period. Only 
a sixth of the total went for aircraft.* 

The East North Central and Middle 
Atlantic regions combined received two- 
thirds of all supply contracts in these five 
months. Heavy aircraft, ordnance and 
“other” orders placed in Ohio brought its 
total to $1.8 billion, the largest amount 
for any state. 

Illinois was second with $1.3 billion of 
which fully half was for miscellaneous sup- 
plies. Pennsylvania, New York and 
Michigan followed with $1.2 billion. In 
Pennsylvania, cutbacks in aircraft and 
ships were offset by large contracts for the 
remaining types of supplies. In New York 
and Michigan contracts for “other” items 
and ordnance were predominant. Cut- 
backs and cancellations for ships reduced 
the net gain for New Jersey to less than 
$550 million. 

The Pacific coast fared poorly during 
the five months, receiving awards of little 
more than $425 million. Cutbacks of al- 
most $500 million in Washington’s air- 
craft awards, as well as relatively small 
placements in the three states, were the 
reason for the drop in the region’s posi- 

1Cumulative government war contracts for supplies and 


totaled over $207 billion by the end of November, 
1944. Awards for supply items accounted for more than $177 
billion or 86% of the total. Contracts for aircraft, cumula- 
tive June, 1940-November, 1944, amounted to over $58 
billion; ordnance, $45 billion; ee $27 billion; and all 
other supply items, $48 billion. About $17 billion and $13 
billion, respectively, had been awarded for industrial and 
military facilities, with relatively little expansion for these 
items evident since mid-1943. 
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Twenty-five Industrial Areas Receiving Largest Total of Supply 
Contracts, July 1-November 30, 1944 


Source: 


WPB 


Millions of Dollars 


Supply Contracts 


from agricultural work was accompanied 
by an expansion of nonagricultural em- 
ployment in the closing month of 1944. 
Employment in trade and service moved 
upward from November to December, the 
normal seasonal trend in such activity. 


Industrial Area Rank M f 5 1 5 
Total Aircraft Ships Ordnance | All Other eae actors © mployment increased 
egos = Sa cis 6 Cees egemica se Bevel 7agas for the first time since August. The gain 
‘otal United States 349. EIS: : 222. 169.2 i 
On i a RE a rie 1 | 1,057.3] 320.2 69.9 | 571.0 96.2 apeprsone tein 100 Oleias tanner (than 
mere er he es tS: 2 | 1041.1] 242.1 S16 1itaneiat easy 7,  seypbther monthly, gaincsincesmid-lD46. 
Min ROM ete) Sa Oe 3 588.3 | 456.9 17.0 40.5 73.9 Approximately two-thirds of the net in- 
lee pugeles. aes opine Fr ae alts pe 2A 167.4 crease in factory employment in Decem- 
UV ica a1558) «oie cmtecre oe . é 2 A 304.3 : i 
Newark-Jersey City............ 0... 6 440.3 | -74.7 125 26.6| 490.9 ber occurred in the durable goods indus- 
Indianapolis.............-......... 7 309.6 | 280.2 0.2 -8.4 38.9 tries, reflecting intensified efforts to direct 
Pte U PD MSs tan: . Gee, <a 8 281.7 6.6 26.5 91.5 157.1 manpower to the expanding war indus- 
BRC irhe at's 5k saw wens > sola 9 270.8 39.2 7:8] 144.7 792 tries. 
Bo en ey ae 2 10 265.6} -46.6| -64.7 90.7] 286.1 
ortland-Vancouver................ 11 262.3 0.4 236.3 4.8 20.8 
Lin ccrin,, ge a eee 4 ea 12 257.2 49.2 34.5 19.9] 153.7 ee te riage 
Houston-Galveston................. 13 255.0 216 74.0 29.9] 152.8 Employment during 1944 averaged 
LOL 22] Eire ena Aaa Aa Oe aire 14 253.3 =82.1 | 121-3 253.6 153.0 about 63 million monthly, 40% above the 
Dallas-Fort WGI: t-te tee 15 236.0 206.9 -0.6 21.4 8.3 1939 level di t limi ti 
San Francisco Bay................. 16 208.3 3.9| 61.2| 35.5| 107.7 a ge i lk at aceon (ees 
Me yuldte. ors cto 17 | 205.7 14.2 2.1]! 1004] 89.1 mates. Because of the growth of the 
Orange-Port Arthur-Beaumont. ..... 18 180.0 0 2.6 1.6| 175.7 Armed Forces, employment in the serv- 
Fort Wayne 1 @ CAREC Per ater nee 19 179.6 31.9 4.4 134.8 8.5 ice industries increased from 10 million in 
Sol LTTE, SES ea a 20 178.3 39.5 18.7 34.1 86.0 193 k of 22 ili : 44, In: 
New Haven-Waterbury............. a1 | 156.0 7.3 5.0} 84.1| 59.6 Dio a. peak OF 22-6 radhon in 194. tne 
South Bend-La Porte............... 22 147.4] 184.7 O| 74.5 37.2 creases of 47% in manufacturing, and of 
Ses Pehenectady: Troy op Abang 28 apr rel +e +2.8 116.1 56% in transportation since 1939, offset 
ns: UL a Co ge ie hereon Ome j Z =) 47; 10.5 50.0 i 7 

Loniliens) tape er Speen eee aed 25 132.4 75.0 a 40.5 16.9 ee og MGI de tha ade 


aLess than $50,000. 


tion. California received only $625 mil- 
lion in contracts. 

The twenty-five industrial areas receiv- 
ing the largest volume of war contracts 
from July 1 to November 30, 1944, are 
shown in the accompanying table. These. 
areas held a cumulative total of $82.6 bil- 
lion in war contracts, or 66.9% of the 
United States total. 

Detroit and Chicago head the list, each 
with contracts of over $1 billion received 
in the five-month period. This was 75% 
more than Cincinnati which was in third 
position. Hartford, in last place, received 
only $132 million. 

Four of the twenty-five areas suffered 
cutbacks in aircraft contracts: Newark- 
Jersey City, $75 million; Philadelphia, $47 


million; Cleveland, $32 million; and 
Houston-Galveston, $2 million. Mean- 


while, Cincinnati received new aircraft or- 
ders of $457 million, Detroit $320 million, 
and Indianapolis $280 million. Six of the 
areas on the list were affected by cutbacks 
in shipyard orders: Cleveland, Philadel- 
phia, Newark-Jersey City, Kansas City, 
Dallas-Fort Worth and Indianapolis. 
Almost two-thirds of all ordnance con- 
tracts placed during June-November were 
allocated to the twenty-five areas named. 
Detroit, alone, received over $500 million 
and Chicago, Cleveland, Milwaukee, Fort 
Wayne and Youngstown were each 
awarded over $100 million. Despite the 
accent on this type of supply, South Bend- 


La Porte, Indianapolis, and Albany-Sche- 
nectady-Troy had cutbacks. 


GerrtrupE Drutsca 
Division of Business Statistics 


Employment 
Trends 


HE USUAL year-end contraction in 
employment on farms reduced total 
employment in December to about 62.5 
million, according to preliminary reports. 
Release of more than 1.3 million persons 


Agricultural employment has declined 
almost steadily since 1939. By 1944 the 
average was 10.2 million, a loss of 5%. 
Despite a slight decrease from 1943 to 
1944, the number in trade, distribution 
and finance remained 10% above the 
1932 low. 

The decline in total industry in 1944 
was the first since 1937 and resulted from 
decreases in all groups except transpor- 
tation. Manufacturing employment in 
1944 was 4% below the peak of 16 million 
reached in 1943. The number at work in 
public utilities was 67,000 less than the 
1942 high of 1,037,000, but 18% above the 
low of 1933. 


STRIKES 


A total of 375 strikes involving 200,000 
workers was started in November, 1944. 


Employment of the Labor Force, 1939-1944 


Annual Averages; In Thousands 


Disposition of Labor Force 


19441 1943 1942 1941 1940 1939 
Unemployment: 5.208. <tc Ae.) teal ates ipee .... | 8,276 | 7,607 | 8,786 
Excess of employment over economic labor force 6, 998 6,362 617 eee see on: 
Total employment. sas... ah ete.- a2 8 -O8 > -s 63,155 | 62,026 | 55,762 | 51,434 | 46,683 | 44,993 
Agrictilture./). hates tie dsc a.seisteh + greta eco ae 10,153 | 10,264 | 10,392 | 10,355 | 10,580 | 10,739 
Forestry’and fishing’: .... 0 i205. aie deee eons 175 188 209 Q15 208 198 
Total WOMSUTY,. ce dee eb ote boa Oss a 21,358 | 22,167 | 21,349 | 19,717 | 16,854 | 15,639 
Extraction of minerals..................... 645 702 780 758 756 707 
Manntactirngt cee .. 25 eee. .osee Swe ee 15,484 | 16,205 | 14,632 | 13,198 | 11,288 | 10,517 
WORIENEMOM. Orie sche csi se ace ng ce ae 1,345 | 1,764 | 2,624 |} 2,612 | 1,907 | 1,610 
Transportation..... Pag Od ae RARER SERIE We 2,915 | 2,476 | 2,276 | 2,185 | 1,948 | 1,871 
WuHGispviesy tyes. dae Bee cs csc se 970 | 1,021 HOST 2015 956 934 
Trade, distribution and finance............... 7,442 | 7,479 | 7,633 | 7,843 | 7,631 | 7,511 
Service industries (including Armed Forces). .. .| 22,588 | 20,523 | 14,947 | 12,190 | 10,432 | 9,978 
Miscellaneous industries and services..........] 1,440 | 1,406 | 1,231 | 1,114 978 928 


1Eleven-month average. 


70 


THE CONFERENCE BOARD 


February, 1945 


While these figures represented somewhat 
less strike activity than in the preceding 
month, strikes were 15% greater than in 
November, 1943, and almost 50% more 
workers were involved. 

Time lost due to strikes, measured in 
terms of idle man days, increased slight- 
ly from October to November. The total 
of 710,000 man days lost in November was 
the third largest number for the year 1944. 
It was, however, only one-fourth the time 
lost in the preceding November when a 
coal miners’ strike caused almost 3 mil- 
lion man days of idleness. 

Preliminary turnover rates for Novem- 
ber, 1944, in manufacturing industries in- 


dicate only the slightest margin of sepa- 
tions over accessions for that month. A 
reduction in the quit rate from 50 per 
1,000 employees to 45 per 1,000, from Oc- 
tober to November, was responsible for a 
drop in total separations from 64 per 1,000 
to 60 per 1,000. Both total separation and 
total accession rates were below those of 
November, 1943. 

Although the quit rate in war industries 
was below that of all manufacturing, the 
discharge rate was slightly. higher. Ab- 
senteeism is given as the main cause for 
discharges in war industries. 

Caryut R. FetpMan 
Division of Business Statistics 


Living Costs in December 


IVING costs of wage earners’ families 
on a wartime budget in the United 
States increased 0.4% from November to 
December, its first large rise since July. 
This brought the all-items index up to 
105.6 (1923=100), its highest level since 
January, 1926. The period in between 
was a relatively stable one. Over the year 
December, 1943, to December, 1944, the 
increase has been 1.6%, or an average of 
slightly more than 0.1% a month. 

The increase in the wartime index since 
August, 1939, the month preceding the 
start of World War II, was 25.7%, and 
since November, 1941, the increase has 
been 13.7%. A rise of 22.8% has taken 


place since January, 1941, the base date 
of the Little Steel formula. 

The purchasing value of the 1923 dollar 
was 94.7 cents in December, 1944, as com- 
pared with 95.1 cents in November, 1944, 
and 96.2 cents in December, 1943. 


ANNUAL AVERAGES 


Annual averages for 1944 are compared 
in the table to the 1943 averages. The 
all-items average increased 1.3%, although 
food decreased 1.5%. One of the greatest 
factors in the all-items increase was the 
large rise in sundries owing to advances 
in newspapers, haircuts, dental and medi- 
cal care, motion picture admissions, etc. 


MAJOR ITEMS 

Food costs in December increased con- 
siderably. They rose 1.0% from 111.1 in 
November to 112.2 in December, the high- 
est level reached by the series since Oc- 
tober, 1943, when the index was 112.6. The 
peak in food costs during World War IL 
was reached in May and June of 1943, 
when the level was 115.8. The Decem- 
ber advance reflected rises in the prices of 
eggs and fresh green vegetables. Increases 
since August, 1939, and November, 1941, 
were 49.0% and 21.7%, respectively. How- 
ever, they were still 0.3% less than De- 
cember, 1943. 

The month-to-month changes experi- 
enced by the other components of the all- 
items index were much smaller. Clothing 
and sundries each increased 0.1%, while 
fuel and light showed no change. Over 
the year, the story is somewhat different. 
Clothing increased 3.2%, with women’s 
clothing prices having a larger total in- 
crease than men’s clothing. The increase 
of 0.3% over the year was a result of ad- 
vances in the prices of fuels other than 
gas and electricity which decreased 0.4% 
and 0.1%, respectively. 

The housing survey is made only quar- 
terly and for this reason it is assumed 
that no change has occurred since Octo- 
ber, the date of the last survey. Since 
December, 1943, however, an increase of 
0.2% has taken place. 


CITY INDEXES 
Complete series for December were pub- 
lished for sixty-four industrial cities. From 
November to December, total living costs 
increased in fifty-eight cities. This num- 


COST OF LIVING ON WARTIME BUDGETS IN THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


Weighted Clothing Fuel and Light Purchasing 
Date Average of Housing! Value of 
All Teme Men’s Women’s Total? Electricity Gas Dollar 
Index Numbers, 1923 =100 
1943 December..............|_ 108.9 | 111.9a| 90.8 | 91.1 | 100.2 | 81.9 | 94.9 | 67.2 | 94.6 | 110.0 96.2 
Annual Average...... 103.3 112.6 90.8 89.3 98.8 79.8 92.7 67.3 94.8 107.4 96.8 
1044 January... ese 103.9 111.1 90.8 91.2 100.4 82.0 95.1 67.0 94.6 110.5 96.2 
February 103.4 109.6 90.8 91.6 101.0 82.1 96.0 67.0 94.6 110.6 96.7 
March. 0.2 eee 103.4 109.2 90.8 91.7 101.2 82.2 95.3 67.0 94.6 111.5 96.7 
April 104.1 110.1 90.8 91.9 101.6 82.2 95.3 67.0 94.6 112.8 96.1 
Misys. Gere aee se 104.4 110.7 90.8 92.3 101.8 82.8 95.3 67.0 94.6 118.2 95.8 
One: ee ee 104.4 110.6 90.8 92.5 101.8 83.1 95.1 67.0 94.6 113.3 95.8 
1 a eM 105.0 111.9 90.9 92.5 101.9 83.1 95.1 66.9 94.5 113.3 95.2 
Angust, ese oekanes POD ee 111.9 90.9 93.0 102.1 83.9 95.1 66.9 94.5 113.4 95.1 
September)... 604 10550 111.5 90.9 93.2 102.3 84.0 95.1 66.9 94.5 113.6 95.2 
Octoberl:,.2..caus0c eee 105.1 LUT. 91.0 93.6 102.4 84.8 95.1 66.9 94.5 114.2 95.1 
November..............| 105.2 111.16 91.0 93.9 102.9 84.8 95.2 66.9 94.5 114.7 95.1 
Decenber 205 105.6 112.2¢ 91.0 94.0 103.0 84.9 95.2 66.9 94.5 114.8 94.7 
Annual Average...... 104.6 110.9 90.9 92.6 101.9 83.3 95.2 67.0 94.6 113.0 95.6 
Percentage Changes 
Nov. 1944 to Dec. 1944. ......] +0.4 +1.0 0 | +0.1 +0.1 +0.1 0 | 0 | 0 +0.1 0.4 
Dec. 1943 to Dec. 1944........| 41.6 0.3 +0.2 +3.2 +2.8 +3.7 +0.3 0.4 0.1 +4.4 -1.6 


1Since October, 1943: data on housing collected quarterly, January 15, April 15, July 15, 
and October 15. It is assumed that no change has occurred since October, 1944. 


Includes fuel as well as electricity and gas. 


r, a 


cBased on food 


aBased on food price indexes of Taz Conrerence Boarp for December 15, 1943. 
bBased on food price indexes for November 15, 1944. 
price indexes for December 14, 1944. 
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ber was an increase over the forty-three 
cities showing advances from October to 
November. During December, the in- 
creases ranged from 0.1% in Dayton, Du- 
luth, Kansas City, Lewistown (Pa.), 
Rochester, St. Paul, Seattle, and Wausau 
(Wisc.), to 1.1% in Trenton, and Wil- 
mington (Del.). Only three cities showed 
declines. They were Cleveland and Mead- 
ville (Pa.) , with 0.2% decrease and Sacra- 
mento with 0.5%. Detroit, Omaha, and 
San Francisco-Oakland showed no change. 
The median change was an increase of 
0.3% and occurred in twelve cities. 

From December, 1943, to December, 
1944, sixty cities showed increases. This 
was a slight increase over the number 
showing increases in November. The De- 
cember increases ranged from 0.1% in 
Parkersburg (W. Va.) and St. Louis, to 
4.6% in Toledo. The next highest were 
Trenton with 4.2% and Cleveland with 
3.4%. Only three cities showed declines 
—Bufialo, Syracuse and Newark. 


FOOD PRICES 


Food costs increased over the month 
in fifty-six cities. Of these, twenty had 
increases of 1.0% or more. The largest 
were 2.6% in Wilmington (Del.), 2.2% 
in Trenton, 2.1% in Memphis, and 2.0% 
in Newark. Three cities, Cleveland, De- 
troit and San Francisco-Oakland, showed 
no change. Five cities showed declines. 
These were 0.1% in Front Royal (Va.), 
0.2% in Dayton, 0.3% in Omaha, 0.5% 
in Meadville (Pa.), and 1.8% in Sacra- 
mento. 

Over the year, December, 1943, to De- 
cember, 1944, the increases and decreases 
were evenly divided, thirty-two of each. 
The largest increases were 3.7% in Provi- 
dence, 3.1% in Richmond, Milwaukee and 
Bridgeport. The greatest declines were 
4.2% in Newark, 3.4% in Syracuse, 3.0% 
in Sacramento, and 2.9% in St. Louis. 


Mary A. Wertz 
Division of Labor Statistics 


Earnings and Hours in Manufacturing 


VERAGE weekly earnings of wage 
earners in the twenty-five manufac- 
turing industries surveyed each month by 
Tue ConreRENCcE Boarp rose to a new 
peak level in November. 

Average hourly earnings also advanced 
in November and returned to the peak 
level previously established in September. 
The average number of hours worked in 
one week, employment, man hours and 
payrolls declined. Because living costs 
increased more than dollar weekly earnings 


” 


from October to November, “real” week- 


ly earnings were reduced. 


EARNINGS 


Average hourly earnings of wage earners 
in these industries increased 0.1% in No- 
vember offsetting the decline in October. 
Thus, hourly earnings again reached the 
September peak level of $1.080. There 
was a rise, despite shorter weekly work- 
ing hours, largely because work on 
Thanksgiving Day was compensated at 


premium rates. Reported wage-rate in- 
creases in November amounted to 6.8% 
for 0.4% of the workers in the twenty- 
five industries, or 0.03% for all workers. 
Hourly earnings were 42.3% above the 
January, 1941, level and 50.0% higher 
than in August, 1939. 

Weekly earnings, reflecting the increase 
in earnings per hour in November, rose 
0.1% to a new peak level of $49.46. Since 
January, 1941, weekly earnings have in- 
creased $18.85, or 61.6%, and since Au- 
gust, 1939, the advance has been $22.17, or 
81.2%. Because living costs (prewar 
budgets) rose 0.8% from October to No- 
vember and dollar weekly earnings in- 
creased only 0.1%, real weekly earnings, 
or the purchasing value of dollar weekly 
earnings, declined 0.2%. At 176.5 (1923= 
100), they were lower than the peaks 
reached in June and September of this 
year as well, but were higher than in any 
other month. They have advanced 32.0% 
from the January, 1941, level and 44.6% 
since August, 1939. 


HOURS 

The number of hours worked in one 
week was reduced 0.1 hour, or 0.2%, in 
November. The November average of 
45.6 hours was also lower than the weekly 
averages of February, March and June of 
this year, but was higher than during any 
other month since April, 1930. The in- 
crease from January, 1941, was 5.4 hours, 
or 13.4%, and from August, 1939, it was 
7.7 hours, or 20.3%. 

Total man hours worked, showing the 
effect of both reduced employment and 
shorter weekly working hours, declined 
0.8% in November. At 127.8 (1923= 
100), man hours exceeded those of every 
month before October, 1942, but were 
lower than in that month and all subse- 


EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, ALL WAGE EARNERS, 25 MANUFACTURING INDUSTRIES 
Nore: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Index Numbers, 1923 =100 


net tare 
Avi A ctu: omin: 
Date Hourly Weetly Hours pet oe per | Hourly Earnings | Weekly Earnings oe Employ. | Total 
e Wage Wage Week per | “ment! Man Payrollsb 
Earner Earner Wage Hours 
Actual Real a Actual Real a Earner 
$1.041 | $47.58 45.5 43.6 192.4 185.9 178.8 172.8 92.5 154.2 142.6 275.7 
1.045 47.15 45.1 43.7 193.2 185.9 177.2 170.5 91.7 154.0 141.2 272.9 
1.046 47.56 45.2 43.7 193.3 186.0 178.7 172.0 91.9 152.5 140.1 272.5 
1.048 48.15 45.7 43.9 193.7 187.1 180.9 174.8 92.9 152.3 141.5 275.5 
1.053 48.41 45.8 44.0 194.6 187.8 181.9 175.6 93.1 151.0 140.6 274.7 
1.057 48.09 45.2 44.0 195.4 187.5 180.7 173.4 91.9 148.3 136.3 268.0 
1.062 48 . 46 45.5 44.1 196.3 187.7 182.1 174.1 92.5 145.0 134.1 264.0 
1.069 49.30 45.9 44.2 197.6 189.1 185.3 177.3 93.3 143.6 134.0 266.1 
1.072 48.86 45.4 44.3 198.2 188.8 183.6 174.9 92.3 142.2 131.3 261.1 
1.070 48.98 45.6 44.3 197.8 188.4 184.1 175.3 92.7 141.6 131.3 260.7 
1.080 49.42 45.6 44.4 199.6 190.1 185.7 176.9 92.7 140.4 130.2 260.7 
1.079r| 49.39r 45.7r|. 44.3 199.47} 189.9r} 185.6 176 .8r' 92.9r| 138.6 128.8 257.2 
INoveni bese. c. «ssa emeeles 1.080 49.46 45.6 44.2 199.6 189.6 185.9 176.5 92.7 187.9 127.8 256.4 
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quent months. November man hours were 
39.7% above those in January, 1941, and 
94.2% more than in August, 1939. 


EMPLOYMENT AND PAYROLLS 


The number of wage earners employed 
in the twenty-five manufacturing indus- 
tries was reduced in November for the 
twelfth consecutive month. The 0.5% de- 
cline from October to November reduced 
the index to 137.9 (1923=100) , a level be- 
low those of June, 1942, and subsequent 
months, but higher than during any 
month before then. Rises in employment 
have amounted to 23.1% since January, 
1941, and 61.3% since August, 1939. 

Total payrolls declined 0.3% in Novem- 


ber, reverting to a level of 256.4 (1923= 
100). This was higher than in March, 
1943, and previous months, but lower than 
during any month subsequent to that 
date. November payrolls were 99.1% 
higher than in January, 1941, and 192.4% 
more than in August, 1939. 

In November, earnings in the twenty- 
five industries continued the generally up- 
ward trends that have prevailed since 
1938, while employment, man hours and 
payrolls, which also began to rise in 1939, 
continued the downward trends begun in 
December, 1943. 


Erset B. Dunn 
Division of Labor Statistics 


Business Book Shelf 


The International Steel Cartel. By "Ervin 
Hexner. Chapel Hill, N.C.: The University of 
North Carolina Press. $6.00. 

The international steel cartel was distin- 
guished from most prewar cartels by the 
lack of any genuinely monopolistic control 
over world production through patents, 
ownership of narrowly distributed raw ma- 
terials, etc. Despite this apparent weak- 
ness, the international steel cartel had suc- 
ceeded in building up a generally effective 
organization of its markets, at the same 
time that the over-all organization re- 
mained surprisingly loose, flexible, and in- 
formal. 

One of the representatives of the 
Czechoslovakian steel industry in the car- 
tel, Ervin Hexner, now at the Univer- 
sity of North Carolina, has written a 
study of the development and operation 
of this cartel which is indispensable for 
every student in the field. Although Dr. 
Hexner disclaims utilizing any consider- 
able amount of material not generally 
available, his experience in observing the 
operation of the organization from with- 
in is reflected in the all-important work of 
selecting and interpreting the material at 
hand. 

After discussing the “cartel concept,” 
the study reviews the evolution of the car- 
tel from the Entente Internationale de 


VAcier, comprised initially of Germany, 
France, Belgium and Luxemburg, to the 
final participation in 1938, on a relatively 
loose basis, of the Steel Export Association 
of America, a Webb-Pomerene association. 
The informality of the entire organization 
is stressed. The international steel cartel 
had no permanent headquarters; indeed, 
it was little more than a series of inter- 
locking committees meeting when needed. 
It operated both through its national 
member groups and through the export 
sales comptoirs set up to control individ- 
ual steel commodities. 

A separate chapter is devoted to Amer- 
ican participation. Under the Webb-Pom- 
erene act, the American group “could 
not (1) restrain trade of American ex- 
porters not joining the agreement, (2) ask 
for or agree to the protection of its in- 
ternal market, because such protection 
could artificially or intentionally enhance 
or depress prices in the United States.” 
In the TNEC hearings, the Steel Export 
Association’s representative claimed that 
the association had always observed these 
provisions. The author does not commit 
himself on this point, merely observing, 
in connection with the inconsistency be- 
tween these provisions and the purpose 
of the act, that the representatives of the 


Steel Export Association “did not recom- 
mend a clarification or a modification of 
the Webb-Pomerene act by legislative ac- 
tion.” 

Other chapters are devoted to the po- 
litical implications of the cartel, and to 
a general discussion of its effects, influ- 
ence and postwar prospects. Various ap- 
pendixes give comprehensive details of 
the cartel structure, texts of various com- 
ponent agreements, quota details, and sta- 
tistics of the industry. W. W. C. 


The Postwar Railway Market for Manu- 
facturers. New York: Simmons-Boardman 
Publishing Corporation. No price. 

The editors of four railway periodicals 
have collaborated in this analysis of rail- 
road supply prospects in the postwar per- 
iod. As the roads see it, the volume of 
supply purchases -will depend on volume 
of railroad traffic and earnings. These, in 
turn, may depend on the level of total na- 
tional production. Railroads do not in- 
tend to rely solely upon the stimulus of 
good general business conditions. They 
recognize the more intense competition 
from other transportation media, such as 
airplanes, and are consequently building 
up their assets from the point of view 
of speed and specialization. 

Since the railways spend several hun- 
dred million dollars annually, they are in 
a position to encourage intense research as 
well as competition among suppliers to of- 
fer the best possible equipment, both now 
and in the future. 

The authors anticipate that purchases 
of materials and equipment may run close 
to the high level of 1923, assuming that 
postwar net operating income will ap- 
proach prosperity-decade levels and that 
net income regulates the level of purchases. 
Purchases in 1923 were higher than for 
any year in the following two decades. 

As for the kinds of supplies which will 
be needed, there is little doubt in the 
minds of the authors that new tools and 
equipment of radically new character will 
be readily obtainable. These will be pur- 
chased if they provide more economical 
transportation. A suggested key therefore 
to postwar sales to the railroads will be 
modest pricing. T. W. 
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